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APPEARANCES: (Cont " d)
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(Appear i ng on behalf of the Gty of
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Bethalto, Illinois 62010
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M5. JANIS E. VON QUALEN

MR JOSEPH T. CLENNON

527 East Capitol Avenue
Springfield, Illinois 62701

(Appearing on behalf of the Staff of the
[1linois Comerce Conmm Sssion)
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PROCEEDI NGS

EXAM NER WALLACE: Pursuant to the direction
of the Illinois Conmmerce Conmmission, | now call
Docket 00-0340. This is the proposed general
increase in water rates of Illinois-Anerican Water
Company.

May | have appearances for the record,
pl ease.

MR, KUCERA: Daniel J. Kucera, Chaprman and
Cutler, 111 West Mnroe Street, Chicago, appearing
for the Respondent, Illinois-Anerican Water
Company.

MR ADER  David Ader, Ancel, dink, D anond,
Bush, Di G anni & Rol ek, on behalf of the Gty of
O Fallon, the Gty of Fairview Hei ghts, and the
Village of Caseyville, Illinois.

MR. CLENNON:  Joseph T. d ennon and Janis E.
Von Qual en, appearing on behalf of the Staff of the
[1linois Conmerce Conm ssion.

MR, FI TZHENRY: Edward Fitzhenry with the | aw
firmof Lueders, Robertson and Konzen, Post Ofice

Box 735, Granite Gty, Illinois 62040, appearing on
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behal f of the Illinois Industrial Water Consuners.

MR BALSTERS: Kenneth E. Balsters of the firm
of Balsters and Hinrichs, P.C., P.O Box 68,
Bethalto, Illinois 62010, appearing on behal f of
Jersey County Rural Water and Fosterburg \Vater
District.

EXAM NER WALLACE: Are there any ot her
appearances? Let the record reflect there are no
ot her appearances at today's heari ng.

I noticed fromthe schedul e that was sent
out that we have a few that are not going to be
crossed. M. Balsters nentioned that his two
Wi t nesses there appear to be no cross, so we'll put
those in by affidavit. Do you have those?

MR, BALSTERS: | do.

EXAM NER WALLACE: Wy don't we go ahead with
t hat .

MR, BALSTERS: There's multiple copies.

EXAM NER WALLACE: Did you file these
el ectronically?

MR BALSTERS: | don't believe | did.

EXAM NER WALLACE: ay. Then if you would
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hand copies to the Court Reporter, and however you
want to mark them

MR, BALSTERS: They're already marked as
Fost erburg Exhi bit Nunber 1 and Jersey County Rura
Wat er Exhibit Nunber 1.

MR ADER M. Hearing Examner, in terns of
nanes, can we relate the nunber to the name?

EXAM NER WALLACE: Yeah, just a second. o
ahead and mark them

(Wher eupon Fosterburg Exhibit
1 and Jersey County Rura

Wat er Conpany, Inc. Exhibit 1
were mar ked for
identification.)

EXAM NER WALLACE: kay. | have been handed
an affidavit of M. Gegory A Bates on behal f of
Jersey County Rural Water Conpany, Inc. sponsoring
Jersey County Rural Water Conpany, |nc. Exhibit
Nunmber 1. |Is there any objection?

MR KUCERA: No.

EXAM NER WALLACE: Jersey County Rural Water

Conpany, Inc. Exhibit Nunmber 1 is admtted.
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(Wher eupon Jersey County Rura
Wat er Conmpany, Inc. Exhibit 1
was received into evidence.)
EXAM NER WALLACE: [|'ve al so been handed an
affidavit of Paul W Shetley on behalf Fosterburg
Water District sponsoring Fosterburg Exhibit 1. Is
there any objection to that?
MR KUCERA:  No.
EXAM NER WALLACE: Fosterburg Exhibit Number 1
is admtted into the record.
(Wher eupon Fosterburg Exhibit
1 was received into evidence.)
EXAM NER WALLACE: |s there any other --
MR. CLENNON:  Your Honor, | have one point.
One of the parties had sonme cross for M. King who
is scheduled to appear today. | have been i nforned
that there's no cross for M. King, and we woul d
propose to submit an affidavit either tomorrow or
later on today for M. King' s testinony.
EXAM NER WALLACE: kay.
MR KUCERA: | would waive the need for an

affidavit. | would agree to the adm ssion of
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M. King' s testinonies

EXAM NER WALLACE: Does anyone el se wish to
have the affidavit in?

MR, FI TZHENRY: | have no objection to his
testinmony going into the record.

EXAM NER WALLACE: Do you want to read the
exhi bit nunbers? He had --

MR, CLENNON:  He had nultiple.

EXAM NER WALLACE: Al right.

MR CLENNON: W could do it as a notion at
the end of the hearing as well.

EXAM NER WALLACE: kay. And do we have some
ot her witnesses this norning?

MR, KUCERA: Yes. W actually do have one
nore witness for the Conpany for which there's no
cross-exam nation, but he's present, and |I could
sponsor his testimony briefly and excuse him

EXAM NER WALLACE: kay.

Wul d the witnesses who are scheduled to
testify please stand and rai se your right hands.
(Whereupon five witnesses were

sworn by Exam ner Wall ace.)
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EXAM NER WALLACE: Thank you. Be seat ed.
M. Kucera, you may start.

MR, KUCERA: Yes. Actually I'll begin with
one of the witnesses that there is
cross-examnation for.

"Il call M. Stafford.
RONALD D. STAFFORD
called as a witness on behalf of Illinois-Anerican
Wat er Conpany, having been first duly sworn, was
exam ned and testified as follows:
DI RECT EXAM NATI ON

BY MR KUCERA:

Q Pl ease state your nane.

THE W TNESS:

A Ronal d D. Stafford.

Q And, M. Stafford, are you appearing on
behal f of Illinois-American Water Conpany?

A I am

Q And did you cause to be prepared in a

witten question and answer format your direct
testi nmony?

A Yes, | did.
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Q And is that direct testinmony marked as
Exhi bit 3?

A Yes, it is.

Q And does that exhibit refer to certain

ot her exhibits that you are sponsoring, nore
specifically Exhibits 3.1, 3.2, and 9.07?

A That's correct.

Q And were those exhibits either prepared
by you or under your direction and supervision?

A Yes, they were.

Q M. Stafford, are you w thdraw ng from
your Exhibit 3.0 the material on pages 12 through
19 except for the last question and answer on page

19 and except for the carry-over answer at the top

of page 127
A That's correct.
Q And that is pursuant to a notice that

was given on behalf of the Company to all parties
on August 18, 20007

A That's correct.

Q Now one of the proposed wi tnesses for

the Conpany was an individual named Scott E
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Cazadd. |s that correct?
A Yes.
Q Has M. Cazadd now | eft the enpl oy of

t he conpany?

A He has, yes.

Q And are you adopting M. Cazadd's
testinmony as if it were your own?

A Yes, | am

Q And is that direct testinony contained
in the docunment marked as Exhibit 5?

A That's correct.

Q And does that direct testinony nake
reference to two other exhibits, Nunbers 11 and 127

A Yes.

Q And were those exhibits prepared under
your direction and supervision?

A Yes, they were.

Q In addition, have you prepared your
rebuttal testinmony in this proceedi ng?

A Yes, | have.

Q And is that contained in the docunent

mar ked Exhi bit R-1?
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A That's correct.

Q And does that rebuttal testinony nmake
reference to Exhibits R-2 through R-67

A Yes.

Q And were those exhibits prepared ei ther
by you or under your supervision and direction?

A Yes, they were.

Q And have you presented surrebuttal
testinmony in this proceedi ng?

A Yes, | have.

Q And is that contained in the docunent
mar ked Exhibit SR-17?

A That's correct.

Q Now referring you to your direct
testinmony, the direct testinmony of M. Cazadd that
you' re adopting, and your rebuttal testinony and
your surrebuttal testinmony, if | were to ask you
the sane questions this norning that appear in all
of those testinonies, would your responses be the
same?

A Yes.

MR, KUCERA: M. Exam ner, subject to
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cross-examnation, | offer into evidence Exhibits
3, 3.1, 3.2, 9, 5.0, 11, 12, R-1 through R-6, and
SR-1, and the witness is now avail able for
Cross-exami nati on.

EXAM NER WALLACE: All right. Does anyone
have cross of M. Stafford? M. Fitzhenry.

MR, FI TZHENRY: Yes. Thank you.

CRCSS EXAM NATI ON

BY MR Fl TZHENRY:

Q CGood norning, M. Stafford. |'m Ed
Fitzhenry on behal f of the I1WC

A Good nor ni ng.

Q Wul d you please turn to page 8 of your
direct testinmony?

A Yes.

Q Lines 3 through 6. There you suggest
that because the Streator and Pontiac Districts are
in proximty to the Peoria District, that is
reason, in part, to support single-tariff pricing
in those districts. Correct?

A Reason in part, yes.

Q Yes. Can you tell nme what it is about
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the proximty that suggests to you that single-
tariff pricing would be appropriate?

A | don't believe there's -- as an
underlying reason proximty taken as of its own is
a reason to have themin single-tariff pricing.

The primary reason is that they have simlar source
of supply, water systens, surface water supply
systens, and simlar cost to the single-tariff
pricing grid, and that's the primary reason they're
included in single-tariff pricing.

Q You' re just pointing out the fact that
the districts are in proximty distance-wi se to the
Peoria District?

A Yes.

Q Thank you

Now I'd like you to turn to page 9 of
your direct testinony, and in your discussion of
the Alton District additional charge, or the Source
of Supply Charge as it's also referred to, at lines
22 through 23 you offer that this additional charge
woul d be reviewed in each future rate case, do you

not ?
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A That's correct.

Q Can you tell us when that m ght next be?
Wien woul d be the next rate case anticipated by the
Conmpany?

A That's yet to be determ ned. The
approximate tine frane that I'mconsidering is
approxi mately three years.

Q And assum ng the Conm ssion were to
accept the Conpany's proposed Source of Supply
Charge, you woul d, again, ask that that be revi ewed
in that case?

A Correct.

Q Thank you

Now, generally speaking, in your
testinoni es you addressed the concerns the Conpany
has with conpetitive options for |arge users of
wat er service. Correct?

A Correct.

And | thi nk you refer to the ability of
those customers to procure their water supplies
fromother sources, such as the Cty of St. Louis?

A That's correct.
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Q Ckay. Now is it also true that under
certain circunstances these custoners can procure
their water supplies fromeither nearby rivers or
wells that may be on their properties?

A That is correct.

Q Do you know whet her today, in fact, any
of the Company's custoners or |arge users actually
do take water fromnearby rivers or through wells
on their properties?

A Yes, | believe there are sone that do.

Q And woul d these custoners also likely be
st andby custoners of the conpany?

A | believe those custoners could be
standby, but ny understanding is their primary
service of potable water is fromthe Conpany
currently.

Q Nort hwestern Steel and Wre is a standby

custoner, correct?

A Yes. That woul d be an exception
certainly.
Q And what about Caterpil lar?

A Yes, Caterpillar in Pontiac is a
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st andby.

Q And is it generally true that both of
those conpani es take the majority of their water
if you know, fromeither the river or through wells

on their properties?

A I believe you're correct in that
st at ement .
Q Ckay. Wuld it also be true that, if

you know, sone of these |arge water users have the
ability to shift production on their plant
facilities?

A | believe that to be correct, yes.

Q Ckay. And, again, hypothetically, if
one of these large customers were to shift
production, does it stand to reason that that would
result in the customer using | ess water?

A Less water fromthe Conpany, yes.

Q Thank you

Now |I'm al so correct in understanding
that in the past the Conpany has proposed tariff
filings in which to mtigate the effect of |osing

t hese customers. Correct?
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A Correct.

Q And that woul d include what's been
described in the testinonies as a conpetitive rate?

A Yes.

Q Ckay. Can you tell ne generally what
are the parameters or what are the requirenents
that a customer nust neet in order to take service
under the conpetitive rate?

A The way the competitive rat es have been
est abl i shed has been based upon the custoner having
a viable conpetitive alternative of which that
customer could secure an alternative source of
supply at a |l ess expensive rate than what our
general tariff would be. W have established a
conpetitive rate to neet that alternative.

Q Ckay. Today are there custoners on the

| AWC systemt aki ng service under the conpetitive

rate?
A Yes.
Q Do you know how many customners?
A Four current custoners.
Q And do you know which division or
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district they are | ocated?
A Yes. They're all located within the

Interurban District.

Q And that would be part of the Southern
Di vi si on?

A Yes.

Q Do you know offhand what is the tota

wat er usage that these four customers who take the
conpetitive rate option use?
A They use approximately 2,600 mllion
gal | ons of water annually.
Q Ckay. Thank you
Now t here's al so been testinony by you
and others in this case as to what's referred to as

a large user water service rate. Do | have that

correct?
A Yes.
Q Sorretinmes | intermx the words in that

description, but you know what |'m tal ki ng about.
A Correct.
Q Ckay, and, again, as | asked you about

the conpetitive rate, can you tell nme what are the
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general requirements that need to be nmet by a
customer that wants to take service under that
particul ar rate?

A There's a usage requirenment. The
custoner must use in the range of a half mllion
gal l ons per day of water on an annual basis to
qualify for the tariff froma usage requirenent,
and that's the only restriction for a qualification
for that tariff.

Q Ckay. Are the custoners required to
enter into a fixed contract termw th the Conpany?

A Yes, they are.

Q And is the price during that fixed
contract termfixed as well?

A The price for an individual year during
that fixed five-year contract termis fixed and
then adjusted, trued-up on an annual basis and
reestablished for the foll owi ng year during the
five-year term

Q Ckay. Thank you

And again, as | asked you about the

conpetitive rate option, are there custoners
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currently taking service under this particul ar
rate?

A No, there's not, no current custoners
under this tariff. There's one that we're
currently in negotiations with for the tariff.

Q Ckay. Thank you.

Now | think if | asked you this question
previously, | don't nean to be repetitive, but the
Conpany does offer standby rates, correct?

A That's correct.

Q And was it the Company's intention in
of fering standby rates in the past in order to,
again, try to neet the conpetitive options that
those custonmers may have?

A That's certainly one consideration, yes.

Q And again, |I'mtalking about the
conpetitive issues and conpetitive options that you
talk about in your testinonies. Is it fair to say
that at |east today that nost of that seens to be
taking place in the Metro East area, the St. Louis,
M ssouri area?

A Yes.
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Q Again, that would be in the Interurban
District which is part of the Southern Division?

A Correct.

Q And just so I'msure about this, is ny
under st andi ng correct that the Conpany's
across-the-board increase in the Southern Division
is being requested, in part, to deal with these

conpetitive pressures that we have been tal king

about ?
A Yes.
Q Now i n your surrebuttal testinony,

M. Stafford, you nake reference to Il W witness
M chael Gorman's testinmony, and you state that he

agrees with the Conpany's across-the-board increase

proposal. Is that your recollection?
A Yes. You're correct.
Q Isn't it nore correct to say, if you

know, that M. Gorman's position is that he
supports the across-the-board increase in the
Sout hern Division, Peoria District, but supports
the Staff's cost -of -service approach in the other

districts?
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A Yes, | believe that's correct.

Q Ckay. Now I'd like you to turn to your
rebuttal testinony, particularly your Exhibit R-5 I
think. Do you have that before you?

A Yes, | do.

Q Ckay. And there's a colum that's
titled Percent Increase, and it provides for the
di fferent blocks, 1 through 4, in which customners
can take service. Correct?

A That's correct.

Q Ckay. Now when we tal k about |arge
users or industrial customers taking service, they

take service in blocks 1 through 4. Correct?

A Yes.
Q In | think even the Company's schedul es,
| can't renmenber just where, you'll have three

different categories of custoners - residential
conmercial, and industrial, but you al so have
public authority and so forth. Do you know what
I"mtal ki ng about ?

A Yes.

Q VWhen we tal k about or when the Conpany
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has a schedul e that says industrial and provides
for the amount of revenues and so forth that are
bei ng derived fromthat class, are you talking
about custoners primarily taking water service in
the third and fourth block or just the fourth

bl ock?

A The industrial classification deals with
the type of custoner, whether they're in business
to produce industrial products primarily. They
generally take the majority of their water in the
fourth block. The majority of themdo. Sone of
the industrial customers could take the majority of
their water use in the third block. They generally
-- alnost all the industrial custoners take the
majority of their water in the third and fourth
bl ock.

MR, FI TZHENRY: Thank you, sir. That's all
the questions | have.

EXAM NER WALLACE: Any ot her questions?

MR. BALSTERS: | have a few questions.

EXAM NER WALLACE: Al right.
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CRCSS EXAM NATI ON

BY MR BALSTERS:

Q M. Stafford, on behalf of Fosterburg
Water District and Jersey County Rural Water,
have just a few questions.

If I could direct your attention to page
7 of your direct testinony, you nake reference to
the last three cases in Dockets 92-0116 and 95-0076
and Docket 97-0102, and you make reference that
there was novenent towards single-tariff pricing
for the Southern Division. 1s that correct?

A The novement towards single-tariff
pricing I"'mreferring to there is novenent for
Peoria District toward the Southern Division
single-tariff pricing. Southern D vision
single-tariff pricing was established in Docket
No. 92-0116.

Q The novenent towards single-tariff
pricing, or STP, was that a Conpany proposal ?

A Yes.

Q And t he Conpany continued to support STP

subsequently in the 95 docket and the 97 docket?
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A Yes, and the Conpany continues to
support STP in the current docket.

Q In your testimony at page 7 at lines 25
and 26 you state: "Single-tariff pricing provides
several benefits to custoners. |In particular
single-tariff pricing provides nmore rate stability
over time to custonmers in a particular district
because it serves to noderate the rate inmpacts on
custoners in any one district due to factors such
as a large construction programor the loss of a
| arge custoner.” Do you still believe that STP is
in place to provide such a benefit?

A Yes.

Q Since you responded to a data request
from Fosterburg Water and Jersey County, you are
aware that the percentage increase to be
experienced by those two resal e custoners woul d be
approxi mat ely 34.8 percent under the Conpany's
proposed rate case?

A Correct.

Q For a recent test period. In your

opinion, is this the type of rate stability that
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the Conpany was contenpl ati ng under the STP
pr ogr anf?

A | believe when we established STP and
referenced rate stability, that we're referring to
nore of a uniformincrease to all custoners.
woul d not characterize the increase that you just
referenced as being consistent directly with the
termrate stability.

Q In fact, do you believe that that type
of a rate increase can easily be dealt with by a
sal e-for-resal e custoner?

A | don't believe that increase can be
easily dealt with by any customer. | do believe
sal e-for-resal e custoners have the ability to pass
on that type of an increase to its custoners, but |
woul dn't say it's easy for a custoner to deal with
no.

EXAM NER WALLACE: Are you saying sale for
resal e?

A Sal e for resale.

EXAM NER WALLACE: All right.

Q In both your rebuttal and surrebutta
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testimony you nmake reference to the possibility of
ot her | arge whol esal e custonmers, or sale-for-resale
custoners, like O Fallon and Caseyville,

potentially seeking other sources of supply for
part or all of their needs, thereby forcing the

Conpany to try to noderate the potential rate

i ncrease inmpact on those custoners. |s that
correct?

A Correct.

Q Do you know whether or not the Conpany

has all -requirements contracts with O Fallon and
Caseyville, requiring themto purchase water from
[I'linois-American for a certain period of time?

A There ar e no current active all -
requi rements contracts with either of those
cust oners.

Q Are you aware of whether or not there
are all -requirenments contracts with Fosterburg and
Jersey County?

A Yes, there are.

Q Even t hough Fosterburg and Jersey County

may have all -requirements contracts with you, do
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you believe that it's still inportant to recognize
the potential inpact of a |large 34.8 percent
i ncrease on that custoner?

A | believe it's inportant to recognize
that potential increase on any custoner and, you
know, whether the basis for that increase is valid
certainly.

MR, BALSTERS: No further questions.

EXAM NER WALLACE: Any further cross?

MR ADER  Yes, Your Honor.

|"mDavid Ader. | represent the Gty of

O Fallon, Village of Caseyville, Cty of Fairview

Hei ght s.
CRCSS EXAM NATI ON
BY MR ADER
Q Thr oughout your testinony, both in your

direct testinmony and in your rebut tal, and it has
been also | think followed up in sonme of the
guestions al ready today, your Conpany seens to be
gui te concerned about what one mght call custoner
flight. |Is that correct? That if the rates

continue to go up, it makes other sources perhaps
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nore viable and nore attractive?

A Yes. There has been concern expressed
to that regard.

Q And if, in fact, particularly -- well,
stri ke that.

The | arger the custoner, the nore likely
it is that they will have an opportunity to have an
alternate source or to be able in some way to
bypass the Conpany. |Is that correct?

A I"mnot sure if size is always a
criteria. | think customers of potentially any
size could have that ability.

Q Vell, but | believe that your president
in his testinony anong the risks nentioned that the
| arger users pose a greater threat or a threat to
goi ng el sewhere. Is that correct?

A As we see it currently, yes, that's
definitely correct.

Q And particularly the |arger users, of
course any user, but particularly the |arger users,
the I oss of such a user would throw a | ot nore of

the base costs on those that -- the base cost that
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it would absorb woul d be thrown on the renaining

cust oners. Is that correct?
A That's correct.
Q And | think your testinony in Exhibit 3

at page 7, that you believe that those base costs
amounted to about 65 to 70 percent of the amount
that's charged to custonmers. |Is that correct?
Across all districts I think you said.

A The 65 to 70 percent | would
characterize nore as conmon costs as opposed to
base costs.

Q Wl |, base cost | thought was a cost
that basically was created by serving everyone;

that it was a shared cost as opposed to what m ght

be variable by the particular use. 1s that
correct?
A No. Base cost in the cost -of -service

study is primarily the anmount of cost needed to
provi de average day |oad, volunetric |oad of water
to all custonmers, while conmon costs are costs that
are spread throughout the entire operation, such as

state and corporate office costs. They are spread
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to everyone, and they're spread -- they're not
necessarily spread entirely to volunetric usage
They coul d be spread to custoner service charges,
costs that are separate frombase costs. Base
costs are designed only to neet average day | oad
for its custoners

Q Al right. So you're saying a base cost
is related directly to water, whereas what you're
tal ki ng about as the spread of cost is a fixed
cost. It's not necessarily directly connected to
the water, although it is connected to your
Conpany' s functi oni ng.

A Correct.

Q But both types of costs, the fixed cost
and the base cost that everyone shares, would
becone nore of a burden on other users as sone
users leave the system |Is that correct?

A That's correct.

Q | believe that it was your testinony
that you have anal yzed where the customers are
essentially up to this point. | think you were

talking historically; that in the past or where we
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are now before the rates you' re now advocating are
adopted, that the first block -- you have a bl ock

system The nore you use, the higher the block you

enter. |s that correct?
A Correct.
Q Now i t was your testinmony | believe that

the first block, which is one that everyone woul d
share, the individual homeowner and any user on its
way up to whatever its top block would be, had only
i ncreased 54.79 percent. |Is that correct? That |
believe is at page 9 of your rebuttal

A Wl |, that could be al so on page 9 of
the rebuttal. [I'mlooking specifically at Exhibit
R-5, and I'm showing that the first block has
i ncreased 54.79 percent from Docket No. 85-0202 to
the current docket.

Q Right. You nmay be nore correct. No,
it's on the bottomof page 9 as well of the
testinmony, but that's fine.

And then continuing on in that thene, the
second bl ock in the sane way was increased only

44.10 percent. |Is that correct?
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A Correct.

Q The third bl ock, however, was raised
73.39 percent. Is that correct?

A That's correct.

Q And the fourth bl ock was rai sed 104. 01
percent. |s that correct?

A Yes, that's correct.

Q Now it's your understanding that the

reason that the Conpany is proposing an
across-the-board increase rather than taking the
approach of the Commission's Staff is that the
i ncreases to each category or classification of
user would be | ess dramatic than under the Staff's
proposal. |Is that correct?

A No, | wouldn't say that's correct. The
i mpact on larger users would be | ess under the
Conpany's proposal using across-the-board increase.
The overall increase would still be there. It
woul d just be spread differently, and the |arge
users woul d see | ess of an increase under our
proposal than they woul d under Staff's proposal

Q And you did that because you wanted to
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guard agai nst those that are nost likely to flee
the system |Is that correct?
A That's one of many consi derati ons
outlined in our testimony. Certainly that's one.
Q So your concern, and | believe it shows
at page 10 of your rebuttal, perhaps el sewhere,
your concern is that the Illinois Comerce
Conmi ssion St aff isn't being sensitive enough to
the possibility of this customer class -- flight

fromthis custoner class and that they may be

ri sking customer defections. 1Is that correct?
A That's correct.
Q Because the Illinois Comrerce Conmi ssion

Staff, as you understand it, wants the | arge water
service class to have a greater increase. |Is that
correct?

MR. CLENNON: (bjection. That's a
m scharacterization of Staff's position

MR ADER [|'Il withdraw the question. The
evi dence adduced so far will speak for itself.

Q Now | think you also testified at page 9

of your rebuttal going back to the effect on
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bl ocks, and I would like clarification. | wasn't
sure whether this was historical or under the
present proposal of the Comm ssion Staff, but there
was a statenment that in the third block rate that
there woul d be an increase or was an increase to

15. 6 percent whereas the actual increase overall

was only 6.2 percent. |Is that correct?
A I recall that statement, yes.
Q And is that applicable to Staff's

position and what they're advocating now or is that
anot her statenment of historical fact up to today's
dat e?

A That statenment was based on Staff's
original prefiled direct testinmony. Their current
position has changed to where the increase to the
third bl ock has been noderated and is nmore in line
with the increase currently to the fourth bl ock.

Q What is the present increase, if you
know?

A I don't recall the exact percent. |
know it's over 10 percent.

Q Ckay. And all of the percents together
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are what are necessary. |In other words, fromevery
class and fromevery block is what's necessary to
cover what the Conpany sees and al so Staff sees as

the need for the Conpany to receive to recoup its

costs and to have a fair return. |Is that correct?
A That's essentially correct, yes.
Q So that if the third bl ock was reduced

by approximately 5.6 percent, that anount had to be
absorbed el sewhere. Was that anmount increased to
-- if you know, to the fourth bl ock or where did
that anount go?

A It appears fromreviewing Staff's filing
that that increase was absorbed primarily in bot h
the second and the fourth bl ocks.

Q Was it fairly equally divided, if you
know, or was there nore of a bias toward the fourth
bl ock?

A In terms of percent, | think there was
nore of a novenent to the second bl ock than the
fourth bl ock.

Q Do you know by how much? | mean do you

know how evenly it was divided? Do you renenber?
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A My recollection is that the increase to
the second bl ock was about a little over 3 percent
and the increase to the fourth block was | believe
about 1-1/2 percent.

Q Do you think this is enough of a
recognition on the part of Staff of the Staff
problemt hat -- of the flight problemthat you now
are pretty much in line with what Staff is
proposing or do you think that that doesn't go far
enough?

A Vell, we maintain our position, as
outlined in surrebuttal testinony, that it's nore
appropriate to recogni ze the Conpany's position, so
in answer to your question, no, we don't believe
that has gone far enough.

Q Now how is the -- other than an
across-the-board i ncrease as opposed to a nore
di vi ded approach such as the Staff, what else is
the Conpany doing, if anything, to try to answer
the conpetition problenf

A Wl |, as has been discussed today, the

Conpany has custoners already on the conpetitive
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service tariff. W also have a large user tariff
avai l able for custonmers, and we certainly want to
do what we can to benefit our entire custoner base
by retaining large custonmers within reason. W
certainly want to sit down with custoners, talk
with them see if we can address the needs that
they have.

Q Now you in your rebuttal testinony at

around page 10 specify O Fallon certainly as one of

the conpanies. | think you call it they're the
| argest whol esal e custonmer of the Conpany. |Is that
correct?
A Page 10 of rebuttal ?
Q Yes.
A Could you give me a line for that?
Q Wll, it's around line 2, and you cal
it 6. | thinkit'sline 6. "It is comobn know edge

that O Fallon, the Conpany's |argest whol esal e
custoner, is considering construction of a pipeline
to St. Louis for the purchase of its water
requirements.”

A Page 10 of the rebuttal ?
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MR KUCERA: It says page 9.
MR ADER | have it on 10.

MR KUCERA: You have a different version than

| do.

A Ckay. On the copy I'mlooking at |'m
seeing page 9 of rebuttal, line 15. "It is comon
know edge that O Fallon..." on the version that |
have.

Q And you're also in that same section

concerned about Caseyville and other |arge
whol esal e custoners. |s that correct?

A Correct.

Q VWhat, if anything, has the Conpany done
totry to -- well, strike that.

Has the Company ever acted to treat
O Fallon or Caseyville as one of its conpetitive
cust oners?

A I wouldn't say there has been a specific
course of action to do that. W have certainly
talked with specifi cally O Fallon about their
potential conpetitive alternatives, and there has

been discussion in that regard.



10

11

12

13

14

15

16

17

18

19

20

21

22

57

Q Wy is it that O Fallon and Caseyville
have not been offered the same type of conpetitive
arrangenent that you seemto have with -- or you
have open -- | guess you testified you don't have
any competitive customers right now Is that your
testinmony or not?

A No, we do have conpetitive service

tariff custoners currently.

Q How many of those are there? Do you
know?

A Four .

Q | see. Wiy is it that neither

Caseyville nor O Fallon have been treated in that
way to date?

A Nei t her Caseyville nor O Fallon to ny
know edge have denonstrated that they have yet a
conpetitive alternative that woul d produce |ess
expensi ve water than what they're currently
receiving fromlllinois-American, and that
di stingui shes themto date fromthe agreenents that
we've entered into with other custoners.

Q Vell, what did the other s bring you that
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O Fallon hasn't brought you? | nean O Fallon you
say is in the process of a study. What did the
ot hers have that won themthat conpetitive rate?

A They presented evidence that indicated
that they had a viable conpetitive alternative that
woul d produce | ess expensive water than what they
were getting fromlIllinois-Amrerican. They provided
evidence to us that would indicate they were
prepared to | eave our system and we saw that as a
direct detrinment to our entire custonmer base, and
based upon that evidence, we presented to the
Conmi ssion conpetitive service tariffs that were
designed to nmeet the conpetitive alternative.

Q Well, can you be nore specific as to
what you nean by "evi dence"?

A Those custoners provided information
regarding the ability to get -- run a pipeline
under the Mssissippi Rver to obtain Gty of St
Loui s potable water under an all -requirenents
arrangenment. They weren't obligated to take all
their water fromthat source, but they denonstrated

that the cost of the pipeline, the fixed cost
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associated with that, along with the variable cost
of water fromthe Cty of St. Louis was |ess
expensi ve than what they were currently receiving
fromIllinois-American

Q Are your four existing conpetitive
custoners clustered in a particular place? Are
they grouped together or are they in different
areas?

A Three are grouped together essentially,
and they're along the M ssissippi Rver. The other
two are also in close proximty. Yeah, | say the
other two. Two forner sale-for-resale custoners
fornmed and becane one custoner, so they are
essentially the fourth customer. They are also in
close proximty to the M ssissippi River, so al
four custoners have that simlar characteristic
where they're all close to the river and
potentially could have constructed a pipeline under
the Mssissippi River to get Gty of St. Louis
wat er .

Q By close to the river, one mle? Two

mles? Three mles?
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A I would say one mle or |ess.

Q In each of the cases.

A Yes.

Q Now i n the schedul es that you have for

-- the schedul es even the Conmi ssion has, but |et
me ask you about your schedules first. | see that
users are divided into residential, conmercial
industrial. | don't see any category that's called
whol esale. Is there not going to be a rate
increase in that category or has that not ever been
specifically treated under your rates as a separate
cat egory?
THE WTNESS: Could | have the question read
back, please?
(Wher eupon the requested
portion of the record was read
back by the Court Reporter.)
A As a matter of clarification, could you
give ne a reference to the schedules that you're
di scussi ng?
Q Vell, | was just generally, when you

tal k about the rates, you have across the top or
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along the side in a nunber of themthe various
uses, and you have one of theml think that's the
hi gh, the high usage category, but | don't see one
that actually says wholesale. | don't even know i f
you use that term anywhere other than in your
actual spoken testinony.

A In the prefiled schedul es | abeled in our
filing as Exhibit 14, Schedule E-4, we show a

classification of custoners | abeled as O her Water

Uilities.
Q Uh - huh.
A They're essentially -- that termis

synonynmous with sale for resale. So as a custoner
class, we recogni ze sale-for-resale users as a
separate classification. As far as our rate
schedul es go, we have a general set of tariffs that
apply to all custonmers and is designed on vol une
rat her than segregation by custoner class.

Q So, in other words, there really isn't a
di stinction between what you would call retail and
what you would call whol esale. You just have these

various things, residential, conmercial
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industrial, and then there would be other water
utilities, but they're all considered in that sense
retail. I1t's all one type of -- one schedule for
retail use.

A They're all under the sane schedul e for
rates.

Q Right. So that woul d be why perhaps
your president referred to |l think it's on page 1
or 2, | can look it up, but one of the pages of his
testinmony referred to O Fallon and Caseyville as
bei ng retail custoners, and you have referred to
O Fallon and Caseyville in your testinmony as being
among or O Fall on being your | argest whol esal e
cust oner.

EXAM NER WALLACE: Your answer?

A It's strictly terminology. They're
buyi ng water from us whol esal e, but then they're
reselling that water at a retail level, soit's
strictly termnology there. W're tal king about
the sane custonmers when we're referring to O Fallon
and Caseyville.

Q So your president's approach then froma
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purely rate standpoint would be nore correct that
they're a retail customer, but they' re a retai
cust oner shown under a utility or for resale.
MR KUCERA: Do you understand the question?
A I'"mnot sure what you nmean by the term
retail custonmer and how you're trying to use that.
Q Wl |, your president in his testinony
tal ks about O Fallon, and when he's talking about
the various districts and who the custoners are on
page -- under Interurban on page | think it's 9.
Let's see. On page 9, | think it's the first
par agraph, he refers to "In addition, water is sold
at retail to Scott Air Force Base, the Cty of
O Fallon, Village of Caseyville...", etc., and what
I"msaying is that reflects the fact that the
Conpany really doesn't nake in ternms of its rate a
specific distinction between a whol esal e cust oner
and a retail custoner, but it does make a
distinction in terns of howit classifies the user,
and you would put it under -- you would put
O Fallon or consider O Fallon under -- and perhaps

Caseyville as well under other utility because it
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resells.

A That's essentially correct, yes.

Q Al though O Fallon is not near the river
and woul d have to structure -- lay a pipe to use

the water from St. Louis, wouldn't this present as
much or a greater risk than those |ying against --
along the M ssissippi R ver because if, in fact,
they underwent the expense to lay the pipe, that
they m ght then beconme an active conpetitor of your
Conpany to help spread their own cost?

A That is a concern that's already been
expressed in testinony, yes.

Q So why woul d the Conpany in terns of
trying to alleviate the risk of this type of
flight, and particularly from O Fallon, not take
action now to treat themas one of your conpetitive
cust oners because perhaps once they' ve made their
arrangenents, things may have noved beyond the
poi nt of no return? Wouldn't it behoove the
Conpany to view this potential and act now to treat
them as a conpetitive custoner?

MR, KUCERA: | object to the question. He has
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already testified that the Conpany has had

di scussions with O Fallon about that, and obviously
O Fallon has not yet qualified for the conpetitive
servi ce.

MR ADER. Well, that's what |'m going to.

Q Why woul d you not consi der them under
these circunstances already qualifying? | believe
that you in your testinony in relation to the
Commer ce Conmi ssion tal ked about the situation
being -- | believe it's at page 3 of your
surrebuttal, whatever, but | think you'll recognize
it's your term nol ogy, you tal ked about the specia
circunstances of this case, that OFallon in a
sense presents a special circunmstance, so why has
not the Conpany regardi ng that special circunstance
put themin the classification under present
ci rcunstances of the conpetitive custoner?

EXAM NER WALLACE: Just a second. There's an
obj ection pending. Are you w thdraw ng y our
obj ecti on?

MR KUCERA: No, no, I"'mnot. | think that

we're now getting into a very specific area that's
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outside the scope of the rate case itself. | think
if OFallon feels that it qualifies for the
conpetitive services tariff, then it should discuss
that directly with the Conpany and provide the
evidence that M. Stafford has been tal ki ng about
of specific opportunity to engage in an alternative
approach to a water supply. W're not going to
resolve that in this proceeding. That's an issue
that is a matter of discussion | think between

O Fallon and the Conpany directly.

EXAM NER WALLACE: A response?

MR ADER | bel ieve that | have a right to
ask that question because we know, as part of its
rate case already, that there are specia
circunstance or conpetitive, let's put it that way,
custoner s whose additional costs are being proposed
both by the Conpany and by the Conm ssion to be put
on the other existing custonmers that include at the
nmonent O Fal l on and Caseyville. The correctness,
the fairness, the nondiscrimnation of the proposed
rate increase is one of the factors before this

Conmi ssion, and | think I have the right to exam ne
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what this difference is in terns of the present
rate structure and its fairness in the way that
it's structured. 1t's also nmy last question.
woul d very much like to have an answer so that we

have sonme reasoning on the record as to this

distinction. I'mnot asking for himto negotiate
terms nowwith OFallon. In fact, I'mnot sure
there are terns to be negotiated. It appears that

there is this conpetitive group which is entitled
to certain benefits with or without a contract

EXAM NER WALLACE: |'m not exactly sure now
what you're looking for. So with that in mnd, the
original objection is sustained.

MR ADER. Well, can | try one nore time?

EXAM NER WALLACE: Yes.

MR. ADER.  Thank you

Q The question is, that since it's flight
or the potential of flight that creates this
conpetitive group of which you now have four
menbers that get a special rate because of the
conpetitive rate -- maybe | should ask this first.

Is the rate uniforn? |If you have a conpetitive --
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one that you're treating as a conpetitive user, is
that rate a rate the sane anong all of those
conpetitive users?

A No. There are two separate conpetitive
service rates. One rate applies to three
industrial, former industrial custoners that are
still our customers under the conpetitive rate.
That rate is different than the rate that applies
to two forner sale-for-resale custoners that are
now one custoner, and the reason the rate is
different, as | think | expressed earlier, the
conpetitive al ternative, although simlar, was
different. The cost of meeting that conpetitive
alternative was different, so the rate was designed
to neet the cost of the conpetitive alternative.

Q And t hese conpetitive custoners, were
they approached on an individual negotiation basis
or is there a rate that the Company sets in the
hopes of denonstrating stay hone because we can
equal or better what you're being offered
el sewher e?

A The rate was determ ned through
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t hrough the process of negoti ati ons.

| see. So then perhaps it's possible

that if OFallon were to cone to the Conpany, that

it would be treated as and extended sone

conpetitive rate then, and you're saying that it

woul d happen through negotiation and not through

the establishnment of a recognized category with a

rate.

A

There is not what | |abel a recognized

category for the rate. As | nentioned previously,

the basis for determining the tariff was

denonstration by the custoners that they had a

vi abl e conpetitive alternative. The Conpany set

out to neet that conpetitive alternative because it

deened t hat

entire custoner

t hose custoners.

it was in the best interest of its

base to retain that customer or

The Conpany would be nore than willing to

sit down and review information that O Fall on has

that would indicate that they have a viable

conpetitive alternative.

Q

Ckay.

Per haps then ny | ast question
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woul d be, anong the four that are established, who

appr oached whomto begin the consideration of them

specifically as one of these conpetitive custoners?

A Regarding the three industrial

customers, forner industrial custoner s, that are on
the conpetitive service tariff, they approached the
Conpany and indicated to the Conpany that they had

a viable conpetitive alternative, provided evidence
of that al ternative.

Regarding the two forner sale-for-resale
custoners, it became conmon know edge to the
Conpany in its last rate case and actually becane
an itemwthin the rate case itself that those
custoners were threatening to | eave the system
because it becane comon know edge to the Conpany
and the evidence was there to indicate that there
was clearly a conpetitive alternative that was
detrinental to the Conmpany. The Conpany initiated
di scussions with those two custoners.

MR. ADER. Thank you.
EXAM NER WALLACE: M . Stafford, what is your

own personal know edge --



10

11

12

13

14

15

16

17

18

19

20

21

22

71

MR CLENNON:  Your Honor, Staff has some cross
for this wtness. W do not have it marked down,
but in light of the testinmony he has just given,
I"d like to ask hima couple of questions, if I
may.

EXAM NER WALLACE: Well, we generally don't
all ow cross on cross, so if your cross is generated
from --

MR CLENNON: It's generating fromhis Exhibit

R-5
EXAM NER WALLACE: Al right. Go ahead.
MR, CLENNON:  Thank you.
CRCSS EXAM NATI ON

BY MR CLENNON:

Q CGood norning, M. Stafford. M nane is
Joseph dennon. | represent the Staff of the
[1linois Conmerce Conm ssion.

A Good nor ni ng.

Q Could you turn to your Exhibit R-5,
pl ease?

A Yes. | have that.

Q Thank you. This is an exhibit that
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shows the various orders back from 1985 and current
rates as well as the percentage increase of the
followi ng order, the foll ow ng Comm ssion order

I's that correct?

A Yes, up until the current docket.

Q Very good. So for the fourth bl ock
where you have 11.24 percent and the third block is
19. 17 percent, 8.04 percent, 4.29 percent, that
represents the general increase that the Comm ssion
approved for the Conpany for those rates. |Is that
correct, sir?

A That's correct, except the second bl ock
was a mnus 8.04 percent.

Q You' re correct. And generally this
represents the increase for the usage plus other

costs based on the revenue requirenment, just in

general -- just in the nost general ternmns.
A Yes.
Q And the same thing with the four other
-- well, the three other orders. |Is that true?
A That's correct.

Q Very good.
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And as a general matter, does the Conpany
ask -- I"'msorry. As a general matter, is Staff's
position concerning the revenue requirenent greater
than the Conpany's position?

A No, it is not.

Q So, in fact, the percentage increase, if
the Conpany had prevailed in these dockets, would
have been greater, as a general matter

A The overall percent of increase would

have been greater. As to the inpact on individual

rate blocks, | can't really say.
Q That's very true.
But certainly if an increase -- certainly

if there was not an equal percentage in the
i ncrease over all the rate blocks, if there was one
rate block that, for lack of a better word
suffered from a hi gher percentage increase, that
woul d be because a | ower percentage was assigned to
a different rate block. |Is that accurate?

A That coul d be one reason. Oher factors
woul d be the anmount of cost assigned to the fire

protection classification or to nmeter charges.



10

11

12

13

14

15

16

17

18

19

20

21

22

74

Q Speaki ng of the costs assigned, would
you not agree that the cost causer should pay the
cost for that service?

A That's generally the basis for a
cost -of -service study is to identify that.

Q Very good.

And then the last columm you have Staff
Docket 00-0340, this docket, and you have these
per cent ages, 9.06, 6.14, 15.59, 8.84. That is not
Staff's current position. 1Is that correct?

A That's correct. Those percentages are
based on Staff's direct filing.

Q And, in fact, in response to pressure to
even out the effects, or let ne use a termof art
here, the rate shock necessarily, Staff has
attenpted to even out the percentage of increase on
these rate blocks. |Is that true?

A The Staff to their credit has nade a
definite attenpt to try to even out the increases
to the blocks, so there's still not unifor m-- the
third and fourth blocks still see a higher percent

of increase than the first and fourth bl ocks, but
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conmpared to where Staff started out, there has been
definite nmovenment to try to even that out to sone
ext ent .

Q And t he percentage of increase that
Staff currently proposes, the difference in the
per cent age of increase between each block is |ess
than 2 percent currently.

A That's correct.

MR, CLENNON:  Very good. Staff has not hing
further. Thank you, Your Honor

EXAM NATI ON

BY EXAM NER WALLACE:

Q M. Stafford, what's your own know edge
of whether the Gty of St. Louis has water for
sal e?

A My own know edge is that the Gty of
St. Louis has a trenendous anount of excess
capacity that they're not currently using, and they
have that available to customers not only
technically on the Mssouri side of the river but
also on the Illinois side of the river, if those

potential custoners are interested in obtai ning
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that source.

Q Well, nore specifically, how are you
aware that the Gty of St. Louis has water for sale
ot her than they have water for sale?

A They have entered into pipeline
arrangenents on the Mssouri side of the river with
a nunber of nei ghboring conmmunities and custoners,
and so they're currently selling quite a bit of
water outside of the Gty of St. Louis proper.

We have had -- not nme personally, but
ot her representatives of Illinois-American have
talked with the city nmanager of the Gty of
St. Louis, and he has indicated that they have
excess capacity. | expect there has been -- I'm
sure there have been articles witten about the
fact that they have | ost custoners over the years
within the Gty of St. Louis that were users and
| arge users, and, as a result, it is general comon
know edge because of newspaper articles --

Q No, not general conmon know edge, your
know edge that you have, not general conmon

know edge. Have you exhausted what you know?
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A My first indication was when we
negotiated with the customers that were prepared to
buy water fromthe Cty of St. Louis, there was an
agreenent drafted up between one of those
customers, the two former sale-for-resale custoners
and the City of St. Louis, that indicated their
willingness and ability to nmeet the demand of those
custoners over a 30-year term so that was direct,
firsthand know edge because of in the sense that
revi ewed that agreement and was aware that they had
the ability to neet that denand.

They had al so indicated their ability to
nmeet the demand of the additional three industrial
custoners that we serve through those sane
negoti ations, so | was aware that they had the
ability to do that.

EXAM NER WALLACE: All right. Thank you

Redi rect ?

MR KUCERA: May | have a five-mnute break to
see if we have any redirect questions?

EXAM NER WALLACE: Yes. That woul d be fine.

Let's take five m nutes.
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(Whereupon a short recess was
t aken.)
EXAM NER WALLACE: (kay. Let's go back on the
record.
Do we have any redirect?
MR. KUCERA: | have a couple of questions.
EXAM NER WALLACE: Al right.
REDI RECT EXAM NATI ON

BY MR KUCERA:

Q M. Stafford, along the lines of the
guestions fromthe Exam ner at the end of your
cross-exam nation, do you also recall an instance
where a representative of the Gty of St. Louis
testified in 1998 in one of the Company's
certificate cases?

A Yes. | was also a witness testifying in
that case, and | do recall that evidence being
present ed.

Q And nore specifically, what did the
representative fromthe Gty of St. Louis generally
say in that certificate proceedi ng?

A My recollection is the witness testified
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that they had excess capacity available to provide
water service to custoners and that they were
willing and available to do that to customers we
currently served.

Q You were asked a question whet her
general ly the cost of service should be allocated
to the cost causers. Do you recall that question
and your answer?

A I recall the question, yes.

Q Do you feel that there may be exceptions
to that general proposition fromtine to tine?

A Certainly. W' ve conmmented to that
effect in our testinmony that we believe this case
i s where an exception should be made.

Q And that exception is the one that you
refer to in supporting your across-the-board

proposed rate increase to mtigate inpacts on |arge

users?
A Yes.
MR. KUCERA: | have no further questions.

EXAM NER WALLACE: Any recross? Thank you

M. Stafford. You may step down.
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(Wtness excused.)

EXAM NER WALLACE: Are there any objections to
the exhibits for this w tness?

MR CLENNON: Staff has none.

MR, FI TZHENRY: No.

EXAM NER WALLACE: All right. 1'mgoing to
give it atry here with our brand-new e-Docket
system

VWhat exhibit did he clarify or strike
fron®

MR KUCERA: He struck from first of all, his
direct testinmony, Exhibit 3.0.

EXAM NER WALLACE: kay. And you have a new
copy of that?

MR KUCERA: No. The ones we submitted we
just crossed out the relevant portions.

EXAM NER WALLACE: | nean you have submitted

MR. KUCERA: To the reporter, yes.
EXAM NER WALLACE: Ckay.
MR, KUCERA: And we al so struck Exhibit 3.3,

whi ch was referenced in that portion of the direct
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testi nmony.
EXAM NER WALLACE: kay. Exhibits 3.1, 3.2,
5.0, 9.0, 11, and 12 electronically filed on April
17, 2000, are admtted.
(Wher eupon Company Exhi bits
3.1, 3.2, 5.0. 9.0, 11, and 12
were received into evidence.)
Ronald D. Stafford Exhibit R-1, Ronald D.
Stafford Exhibit R-2, Ronald D. Stafford Exhibit
R-3, Ronald D. Stafford Exhibit R-4, Ronald D
Staf ford Exhibit R-5, Ronald D. Stafford Exhibit
R-6 electronically filed Septenber 15, 2000, ar e
admitted.
(Wher eupon Ronald D. Stafford
Exhibits R-1 through R-6 were
recei ved into evidence.)
Ronald D. Stafford SR-1 filed Cctober 19,
2000, electronically is admtted.
(Wher eupon Ronald D. Stafford
Exhibit SR-1 was received into
evi dence.)

Exhibit 3.0, the Direct Testinony of
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Ronal d Stafford, as revised at the hearing, is
admtted, and a new version will be sent to the
Cerk's Ofice. Thank you
(Wher eupon Conpany Exhibit 3.0
was marked for identificat ion
by the Court Reporter and
recei ved i nto evidence.)

And then Exhibit 3.3 electronically filed
on April the 17th has been w thdrawn and was not
noved. |s that correct?

MR KUCERA: That's correct.
EXAM NER WALLACE: |s everybody okay wth
that? Al right.

Next witness anyone?

MR KUCERA: |'IIl call another w tness.

EXAM NER WALLACE: kay.

MR KUCERA: I'IIl call Mark Johnson.

EXAM NER WALLACE: M. Johnson, would you take

the stand, pl ease.
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called as a witness on behalf of Illinois-Amrerican

Wat er Conpany, having been first duly sworn, was

exam ned and testified as fol | ows:
DI RECT EXAM NATI ON

BY MR KUCERA:

Q Pl ease state your full nane.

THE W TNESS:

A Mar k Johnson.

Q And are you appearing today on behal f of

I1linois-Anerican Water Conpany?

A Yes.

Q And did you cause to be prepared in a

witten question and answer format your direct
testi nmony?

A Yes, | did.

Q And is that direct testinony the
docunent that has been narked as Exhibit 27?

A Yes.

Q And if | were to ask you the sane
guestions this norning as appear in your direct

testinmony, would your answers be the sanme?
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A Yes.

MR KUCERA: M. Exami ner, subject to
cross-examnation, | offer into evidence the direct
testimony of M. Johnson, which has been marked as
Exhi bit 2.

EXAM NER WALLACE: M. Ader.

MR ADER  Yes.

CRCSS EXAM NATI ON

BY MR ADER

Q M. Johnson, you testified in your
Exhibit 2.0 at sonme length, pages 6 through 11,
regarding the Alton treatment facility. Now that
facility is conplete and operating?

A No, it is scheduled to be in operation
at the end of this year.

Q VWhen it does go into operation, is it
anticipated that that facility will serve the Gty
of OFallon, the Village of Caseyville, and/or the
Cty of Fairview Heights?

A No, it will not.

Q At pages 13 through 15 of your testinmony

you reflect major capital projects conpleted in
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1999. Are there any in that list that either now
that they're conpleted or when they are conplete do
or will serve the City of OFallon, the Village of
Caseyville, or the Gty of Fairview Heights?

A Any project that is |listed associated
with the Interurban District would have sone
benefit because it is an integrated systemto those
comuni ti es.

Q So you're saying all of themwould have
or that some m ght have? Because it's mny
understanding, |I'mnot sure whether it was in your
testinmony or it may have been the President's
testinmony, that not all of the areas -- not all of
the pipes are interconnected and that they tend to
serve di screet areas.

A The Interurban systemis integrated. It
is connected. There may be sone construction that
occurs in Ganite City that may not directly affect
the Gty of OFallon, but theoretically,
technically, water could get fromGanite Gty to
those districts in an enmergency situation, so we

consi der any work that's done in our |nterurban
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Q Al right. Understanding that, and
excluding the potential, the enmergency, or the
theoretical, and | ooking at the major capital
projects conpleted in 1999, are there any there

that would have a direct benefit for the Gty of

86

O Fallon, the Village of Caseyville, or the Gty of

Fai rvi ew Hei ght s?

A Not a direct benefit.

Q | ask you the same question in regard to

those that are listed as the major 2000 capital
projects shown between pages 15 and 17 of your
witten testinony.

A Agai n, any project that is associated

with the Interurban District could have a benefit

to those comunities, in this case nore
specifically the chlorine gas scrubbers at our
Ganite Gty station and al so the project the

Br ookl yn punp station.

Q Are you saying that those fit into the

potential or the energency or are those ones that
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you' re designating as having a direct benefit on

O Fall on, Caseyville, and/or Fairview Hei ghts?

A Potenti al .

Q Do any of them have a direct benefit?
A No.

Q Ckay. Looking at the major 2001 capital

projects at pages 17 through 18 of your witten
testinmony, will any of those have a direct benefit
on O Fallon, Caseyville, or Fairview Heights?

A No, but | would like to add, over the
next six years, including the year 2000, our
nonrecurring capital programfor the entire Conpany
is about $64 mllion, and $30 million of that work
is work that will be done i n standard tariff
pricing areas, including the Interurban District,
and in the Interurban District in that same tinme
frame there will probably be about $12 mllion
worth of work done that will benefit O Fallon and
the other communities you mentioned.

Q Wl |, again, is that what you call the
potential or the energency or is that -- or now are

we tal king about direct benefit?
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A That woul d be direct benefit.

Q To O Fall on?

A Uh - huh.

Q To Caseyville?

A Yes.

Q And to Fairview Heights

A (Wtness nods head up and down.)

Q Al three.

A Ri ght .

Q And that is part of your present rate

proposal that's covered what you're projecting
because you're saying that it would occur in 2000,
but it's not anong the projects listed for 2000.

A No, this is our long-term five-year
si x-year plan.

Q So it would be outside of the 2000 /2001
projects that are |isted.

A Yes.

Q Do you know about how far beyond that?
Do you have any idea?

A To the year 2005, through the year 2005.

Q But you don't know -- you're not able to
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commit now as to whether that would be 2003, 2004,
or 2005, just sonetine within that range.

A It's spread throughout that tine frane.

Q You' re a nenber of the Anerican Water
Wr ks Associ ati on?

A Yes.

Q Are you famliar with the Association's
Manual M., Principles of Water Rates, Fees, and
Char ges?

A I"maware of it, but I'mnot proficient

in the docunent.

Q Do you use it at all?
A | do not.
Q Do ot her people in your Conpany to your

know edge use it?

A I'"mnot aware that other people use it.
Q You don't know.

A I do not know.

MR ADER:. Al right. That's all | have.

EXAM NER WALLACE: Redirect?
MR KUCERA:  No.

EXAM NER WALLACE: Thank you, M. Johnson.



10

11

12

13

14

15

16

17

18

19

20

21

22

90

You may step down.

(Wtness excused.)

EXAM NER WALLACE: 1Is there any objection to

Exhibit 2.0? Al right. Exhibit 2.0

electronically filed on April the 17th of 2000 is

admtted into the record.

(Wher eupon Conpany Exhibit 2.0
was received into evidence.)
EXAM NER WALLACE: Next witness.
MR KUCERA: I'Il call M. Ruckman.
EXAM NER WALLACE: Al right.

FREDERI CK L. RUCKMVAN

called as a witness on behalf of Illinois-Amrerican

Wat er Conpany, having been first duly sworn, was

exam ned and testified as fol | ows:

of

DI RECT EXAM NATI ON

BY MR KUCERA:

Q Pl ease state your full nane.

THE W TNESS:

A Frederick L. Ruckman.

Q M. Ruckman, are you appearing on behal f

I1linois-Amrerican Water Conpany in this
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pr oceedi ng?

A Yes, | am

Q And did you cause to be prepared in a
witten question and answer format your direct
testi mony?

A Yes, | did.

Q And is that direct testinony contained
in the document marked Exhibit 6.07?

A Yes, it is.

Q And if | were to ask you the sane
guestions this morning as appear in Exhibit 6.0,
woul d your answers be the sane?

A Yes, they woul d.

Q And your prepared testinmony nakes

reference to four other exhibits, 6.1, 6.2, 6.3,

and 13. Is that correct?
A Yes, it is.
Q Were those exhibits either prepared by

or under your direction and supervision?
A Yes, they were.
MR KUCERA: Thank you

| have no nore questions of this wtness,
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and subject to cross-exam nation, as to which |
believe there is none, | offer into evidence
Exhibits 6, 6.1, 6.2, 6.3, and 13.

EXAM NER WALLACE: My chart shows no cross.
Al right.

I's t here any objection to those exhibits?

MR, FI TZHENRY: No objecti on.

EXAM NER WALLACE: All right. Hearing none,
you may step down, M. Ruckman. Thank you.

(Wtness excused.)

Exhibits 6.0, 6.1, 6.2, 6.3, and 13 filed
electronically on April the 17th of 2000 are
admtted as fil ed.

(Wher eupon Conpany Exhibits
6.0, 6.1, 6.2, 6.3, and 13
were received into evidence.)
EXAM NER WALLACE: Thank you
Next wi tness.
MR KUCERA: W have a witness that's
schedul ed for tonorrow, but there's no cross
indicated for him [|I'mwondering if | could put

hi m on now.
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EXAM NER WALLACE: Which one is that?
MR KUCERA: M. Runer.
EXAM NER WALLACE: Is there any objection to
putting M. Runmer on? You may proceed.
MR, KUCERA: Very good. M. Rumer, would you
take the stand.
M CHAEL A. RUMER
called as a witness on behalf of Illinois-Anerican
Wat er Conpany, having been first duly sworn, was
exam ned and testified as fol |l ows:
DI RECT EXAM NATI ON
BY MR KUCERA:
Q Pl ease stat e your full nane.
THE W TNESS:

A M chael A Runer.

Q Are you appearing in this proceedi ng on
behal f of Illinois-American Water Conpany?

A Yes, | am

Q And did you cause to be prepared in a

witten question and answer format your direct
testi nmony?

A Yes.
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Q And is that contained in the docunent
mar ked Exhibit 47?

A Yes, it is.

Q If I were to ask you the sanme questions
this nmorning as appear in Exhibit 4, would your
answers be the sane?

A Yes, they woul d.

Q And does your prepared testinony nmake
reference to Exhibits 10 and 147

A Yes, it does.

Q And were those exhibits either prepared
by you or under your direction and supervision?

A Yes.

Q In connection with responding to the
Conmi ssion's deficiency letter early in this
proceedi ng, did you cause to be prepared a revised
Schedul e E-6 which is part of Exhibit 147

A Yes, | did.

MR, KUCERA: M. Exam ner, subject to
cross-examnation, | would offer into evidence
Exhibits 4, 10, and 14, with the reference that

Schedul e E-6 contained in Exhibit 14 has been
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revised, and the reporter has been furnished a copy
of that revised schedule as part of Exhibit 14.

EXAM NER WALLACE: (kay. Was the entire
Exhi bit 14 provided or just the revised schedul e?

MR, KUCERA: W actually provided the entire
Exhi bit 14.

EXAM NER WALLACE: All right.

MR KUCERA: It mght be sinpler to just treat
that as a witten presentation today.

EXAM NER WALLACE: Any objection? Once again,
| don't see any cross. Exhibit 4.0 and Exhibit 10,
electronically filed on April the 17th of 2000, are
admitted into the record as filed.

(Wher eupon Conpany Exhibits
4.0 and 10 were received into
evi dence.)

EXAM NER WALLACE: Exhibit 14 Revised is
admtted, and a new version will be sent to the
Cerk's Ofice.

(Wher eupon Conpany Exhibit 14
Revi sed was mar ked for

identification by the Court
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evi dence.)
EXAM NER WALLACE: Thank you, M. Runer.
(Wtness excused.)
MR, KUCERA: That concl udes the Conpany
wi t nesses schedul ed for today.
EXAM NER WALLACE: M. d ennon.
MR CLENNON: W call WIIliam Johnson
(Whereupon I CC Staff Exhibit
9.0 Revi sed was marked for
identification by the Court
Reporter.)
EXAM NER WALLACE: You may proceed.
MR, CLENNON:  Thank you
WLLI AM R JOHNSON
called as a witness on behalf of the Staff of the

[1'linois Commerce Commi ssion, having been first

96

duly sworn, was examned and testified as foll ows:

DI RECT EXAM NATI ON
BY MR CLENNON:
Q Pl ease state your nane for the record

THE W TNESS:
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A WIlliam R Johnson
Q VWho is your enployer and what is your

busi ness address?

A Il'linois Conmerce Conm ssion, 527 East
Capitol, Springfield, Illinois 62701
Q M. Johnson, did you prepare written

exhi bits and schedules for submittal in this
pr oceedi ng?

A Yes, | did.

Q Do you have before you a docunent that
has been identified as St aff Exhibit 4.0, which was
filed on e-Docket on August 24th of the year 2000,
and it's entitled the Direct Testinmony of WIIiam
R Johnson? It consist of 29 typewitten pages
with Schedules 4.1 PT that is 17 pages, 4.2 PT that
is one page, 4.1 STRthat is 17 pages, 4.2 STR that
is one page. In addition to that, on Septenber 1st
of the year 2000 you filed Staff Exhibit 4.0,
Schedul e 4.1 S&P Revi sed, which is 17 pages, also
4.2 S&P Revi sed, which is one page. |Is that
correct, sir?

A Yes, it is.
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Q Do you have any additions or corrections
to make to those exhibits and schedul es?

A No, | do not.

Q You have before you a docunent which has
been marked for identification purposes as |ICC
Staff Exhibit 9.0 Revised. |Is that true?

A That's correct.

Q And this has been entit | ed Revised

Rebuttal Testinmony of Wlliam R Johnson. 1Is that

correct?

A Correct.

Q This version of the testinony has not
been filed on e-Docket. 1Is that correct?

A That's correct.

Q And can you go over the changes between

this version and the version that was filed
previ ously on e-Docket?

A Yes. There was a change in the revenue
requi rement by Staff w tness Col dberger, and
because of those changes, all of ny schedul es
changed. The rates changed. Additionally, | nade

a change to a private fire connection charge that
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was incorrect according to the tariff of the
Conpany. Those were the only two changes.

MR, CLENNON:  And, Your Honor, it's ny
under standi ng that Staff overnighted the revised
rebuttal testinony as well as the schedules to al
the parties, and those schedul es consist of 9.1 S&P
Revi sed which is 7 pages, 9.2 S& Revised which is
one page, 9.1 PT Revised which is 17 pages, 9.2 PT
Revi sed which is one page long, 9.1 STR Revi sed
which is 17 pages, 9.2 STR which is one page.

Q Do you have any corrections to make to
this docunent, sir?

A No, | do not.

Q Is the informat i on contained in the
schedul es and exhibits true and correct to the best
of your ability?

A Yes.

Q Subject to the nodifications that we
mentioned earlier, if you were to be asked the sane
guestions as those set forth in these exhibits,
woul d your answers be the sanme today as they were

when they were filed?
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A Yes, they woul d.
MR CLENNON: M. Examiner, | nove for
adm ssion into evidence of the Staff exhibits, and
M. Johnson is available for cross. 1'd be happy
to go through themagain, if you'd like.
EXAM NER WALLACE: Let's go off the record a
m nut e.
(Whereupon at this point in
t he proceedi ngs an
of f -the-record di scussion
transpired.)
EXAM NER WALLACE: All right. Back on the
record.
Does anyone have any cross of
M. Johnson?
MR, KUCERA: | have a few questi ons.
EXAM NER WALLACE: M. Kucera.
CRCSS EXAM NATI ON
BY MR KUCERA:
Q CGood norni ng, M. Johnson.
A Good nor ni ng.

Q M. Johnson, are you aware of any
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situation in a rate case where the Staff has
recommended a cost -of -service study to design rates
and the Comm ssion has approved instead an
across-the-board increase?

A Not to nmy know edge

Q Are you famliar with the Conm ssion's
O der for Commonweal th Edi son in Docket 90 -0169
where the Conmi ssion approved an across -t he-board
rate increase rather than a cost -of -service
designed rate increase in order to avoid rate
shock?

A No, | am not.

EXAM NER WALLACE: You'll have to speak up
M. Johnson.

A No, | am not.

Q I quote fromthe Comm ssion's Oder
"The Conmi ssion concludes that rates shoul d be
i ncreased across the board by an equal percentage
for each customer class. Qur principal rationale
is the initial rate shock which may be felt by the
residential class due to the size of Edison's rate

increase.” You're not famliar with that |anguage?
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A No, | am not.
Q Thank you
Wuld it be fair to say that in view ng
your revised rate design for the Southern portion
of the STP group that essentially you have nodified
the cost-of-service study so as to adjust the rate
bl ocks to al nost the sane percentage increase?

A The rate bl ocks thenselves are fairly
cl ose, yes.

Q And would it be fair to say that you did
this in order to mtigate rate inpacts on the |arge
vol ume cust omers?

A I guess it's nmore for the large
custoners, but it's nore overall for everyone

Q Al right.

A But yes, nostly for the | arge custoners.

Q And that action by you would hel p
facilitate retention of these |arger custoners?

A I don't know that ny decision was based
on retention. There has been no evidence to show
that -- put in this case to show that anyone is

going to be leaving the system
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Q By reducing the inpact on |arger
custoners, would you assune that that woul d
facilitate the possibility of retention of
custoners who m ght be deciding to | eave the
syst enf?

A It could do that, yes.

MR, KUCERA: Thank you

We have no further questions.

EXAM NER WALLACE: M. Ader?

CRCSS EXAM NATI ON

BY MR ADER

Q Now it's possible that as a result of
your change in your rate block increases that there
is no longer really quite the sanme inconsistency,
but I would Iike you to conpare what you said in
your rebuttal, page 5, lines | think it's 74 to 76,
that under ny proposed rates, |large water users --

MR. CLENNON:  Counsel or, could you give the
witness tinme to get there?

Q Yeah.

A I"'mt here.

Q Ckay. | thought you were. Under ny
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proposed rates, |large water users would see an
increase in their rates. However, the large water
users would still not be charged their full cost of
service, and then on page 6 you say that the
shortfall in revenues was spread to all classes --
A Coul d you give nme a place where you're

tal ki ng about here?

Q That one | didn't mark for nyself, so it
will take me a second. Sorry. It's in the direct
t esti nmony.

A Page 67

Q Yeah.

A | believe it's page 16.

Q 16, yes, around lines | think it's 335

to around 338, about howt his will be spread to all

cl asses.
A Yes.
Q And you' ve said, however, | propose that

the large water class pay full COS. Then later on

MR CLENNON: Could | have a reference for

that, the however?
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MR ADER It's the same pl ace.

MR. CLENNON: Are you referring to page 16,
i ne 3507

MR ADER  Yes.

MR CLENNON: Ckay. It is not in the same
pl ace. There's two paragraphs. It's an entirely
di fferent question.

EXAM NER WALLACE: | think we can --

MR, CLENNON:  Ckay.

MR ADER If you'll just give nme a nonent,
Your Honor.

(Pause in the proceedings.)

Q Al right. Actually all | need is the
first part where we had around 335. The point |'m
making is that the rebuttal on page 5 you s aid that
the Iarge water users would still not be charged
their full cost of service, and in your direct
testinmony at page 6, the lower |ines around 350, as
was pointed out, you say that the | arge water
service class would not reflect the full cost of
service, and I'mjust wondering which of those is

correct or whether you' ve changed your position
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A I did not change ny position. There's
an actual |arge user water service rate, a custoner
on that rate, and when I'mtalking in ny rebuttal
it's about |arge customers, not that custoner.

Q Ckay. So it's in your direct testinony
that you're tal king about one particul ar custoner?

A Yes.

Q And it's in your rebuttal testinony that

you're tal king about a class of |arge water users.

A Yes, that doesn't include that one.

Q It does not include that one.

A Yes.

Q Can you nane the | arge water user that

we're referring to?

A No, | cannot.
Q Is there a reason you cannot ?
A It's not listed in the tariff, so.

Q Now you do recogni ze to sone degree that
conpetition requires an alteration fromwhat you
m ght ot herwi se consider to be t he theoretically
perfect rate. 1s that correct?

A Are you speaking of when I -- in
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designing ny rates?
Q Wl |, your rates recognize that there
are certain custoners that are getting a |lower rate

because they are what we have been calling

conpetitive custoners. 1Is that correct?
A That is correct.
Q And their shortfall, as you refer to it,

has to be spread to other customers of the Conpany.

A That's correct.

Q Now under a theoretically perfect,
theoretically perfect system according to what I
under stand your testinony thus far to be, there
really should be everyone in a particular class

havi ng the sanme characteristics paying the sane

rate. |Is that correct?

A Paying their full cost of service.

Q So that the recognition that there are
certain custoners that are -- these conpetitive

custoners are going to pay less, there's a
recognition that the theoretical doesn't always
hol d true under real circunstances. |s that

correct?
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A That's true.

Q Has the Commission itself at any tine
had a hand in -- the Staff | should say had a hand
in determ ni ng who the Conpany shoul d recogni ze as
a conpetitive custonmer and who it should not?

A In cases where there are conpetitive
rates, the Conmission Staff |ooks at those either
through a proceeding or through a tariff filing to
see if these custoners -- if there is a reason to
give thema special rate.

Q But that's in the nature of a review

where ultimately the Conmmission will be asked to

pass on that, as it is on a rate. |Is that correct?
A That's correct.
Q But the Commi ssion Staff has never

actually actively in any way worked with the
Conpany or in its own proposal s recogni zed any
particul ar customer group to be deserving of a
| ower rate to keep themwi thin the systemor for
sone ot her reason.

A Utimately it goes to the Comm ssion.

Q I realize. What |I'msaying, that's
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usual Iy though on an application nade by the
Conpany. |Is that right?

A Correct.

Q But in your proposal now or in the past,
you have not recognized any particul ar type of
special rate or approach as part of your proposal
that woul d be applicable to keep certain |arge
users within the syst emparticularly.

A As | stated before --

MR, CLENNON:  Your Honor, | have an objection.
What counsel has asked is if he has done that in
this case or in the past. That is a conpound
guesti on.

Q First let me ask you in the past. Has
the Conmi ssion as part of any counter or
i ndependent proposal on a rate case by this water
conmpany proposed a special classification or
category to account for those custoners who m ght,
if they were not given a special consideration,

m ght | eave the systen?
A You just said the Comm ssion? | would

say --
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Q No, | eave the system | said.

A Right, and in your initial question --
Q Staff.

A Ckay. So you've changed it to Staff.
Q In their application to the Conm ssion

This is not their first rate application. They
were here what, two or three years ago? And I'm
saying in the past has the Staff ever made that
type of recommendation within its own i ndependent
pr oposal s?

A Not that |'m aware of.

Q Ckay. And | would ask the sane question
inregard to this particular rate application. The

Staff has not nade that type of suggestion eit her

in this case. |Is that correct?
A That's correct.
Q And | take it from your answer to your

-- earlier answer to the Company's

cross-exam nation that you do not presently share
their concern that |arge users may | eave the system
because of the higher rates?

MR. CLENNON:  (bjection. That's a
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m scharacterization of the wi tness's answer?

MR. ADER. The wi tness can say whether that's
true or not.

EXAM NER WALLACE: Overrul ed.

THE WTNESS: Repeat the question, please.

EXAM NER WALLACE: Read back the question

pl ease.
(Wher eupon the requested
portion of the record was read
back by the Court Reporter.)
A I think it's always a concern when a

| arge custonmer is going to | eave the system
However, in this proceeding |I have not read
testinmony or seen anything that woul d show ne that
that is occurring.

Q In the process of doing your part on
behal f of Staff in this rate application of the
Conpany, did you read M. Stafford' s testinony
where he nakes specific reference to the Gty of
O Fallon and the Village of Caseyville as being a
concern; that the Gty of O Fallon had actually

taken sone action toward investigating | eaving the
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syst enf?

A Yes, | read that.

Q And you do not take that seriously at
this point.

A There has been no evi dence besi des

M. Stafford' s testinmony that something is going to
occur, that sonebody is going to leave. |If there
was evi dence otherw se, then we woul d exanine that.
However, in ny rates thenselves | have recognized
the potential for custonmers |leaving in the way that
I've set the Dbl ocks.

Q Now you say that you' ve seen no
evidence. Let me follow up on that a bit. Wen
you did your cost -of-service study and so forth,
you did active investigation. |1s that not correct?

A And by active you nmean?

Q Vel l, you went to the Conpany or sought
t hrough docunent requests either by -- let's say
either going to their prem ses, which m ght have
been an easier thing, and seeking their cooperation
or through formal docunment requests you sought a

consi derabl e amobunt of information, did you not,
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fromthe water conpany?

A That's correct.

Q And you took an active role in first
getting that material and then in review ng that

material in order to reach whatever concl usions you

r eached.
A That's correct.
Q D d you do the sane type of active

i nvestigation to determ ne whether O Fallon

Caseyville, or for that matter any other |arge

wat er user has, in fact, a -- poses a credible
concern that they will |eave the Conpany's systen?
A No, | did not.
Q Now i n your testinmony, | believe it was

page 10, line 201

A O ny direct or rebuttal ?

Q I believe it was your direct testinony.
You said there | have enployed -- you're there,
right?

A Yes.

Q Ckay. You stated | have enpl oyed the

same cl ass denand factors that were approved by the
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Conmi ssion in the foll owi ng dockets, and then the
nunbers of each docket begin with 97, 97, and 95,

so those were all past dockets. Correct?

A Correct.

Q In the years that the docket begins, 97
95. Is that correct?

A Correct.

Q And | believe that there have been

devel opnents in the water conpany, have there not,
internms of acquiring either newterritory or new

customers, whatever, since '95 and '97? Is that

correct?
A That may be. |'mnot sure about that.
Q And you also | think testified on page

-- | believe it's page 14 of your direct testinony,
lines 291 to 292, that a cost -of -service study
shoul d be perforned with the nmost recent data. |Is
that true?

A That's correct.

Q So that ideally, instead of using the
sane cl ass demand factors that were used in the

prior dockets, it would have perhaps have been nore
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accurate and perhaps nore appropriate to have used
the class denmand factors that are existing today.

Is that correct?

A That's very possible.
Q Now i n your Appendix A at pages 27 and
at 29 -- well, strike that for one norment. | want

to go back to the previous question.
Because you used the class demand factors
from'97 and '95 as opposed to denand factors of

now 2000, it is potential that there is sone

i naccuracy in your result. |Is that correct?
A A cost -of -service study is not a
conpl ete accurate of what is out there. It's a way

of taking the information that you have avail abl e

and com ng to a concl usion

Q But you -- I'msorry. Conplete your
answer. | didn't mean to interrupt.

A That's all.

Q But you yourself did testify that it

shoul d be perfornmed with the npost recent
information or data, and that's because as the data

changes, which it could over tinme, so an accurate
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result would al so change with the change in the
dat a.

A That's true

Q Al right. Going back to the question |
started to ask you, at your Appendix A, pages 27
and 29, you specifically mention that you foll owed
the procedures of the AWM nanual, that's the
Anmerican Water Wrks Association manual, and |
think you specifically said t hat you relied on the
fourth edition, but you did, in fact, use that
because you find that particul ar docunent on the
guestion of -- I'mlooking for it's title -- on
rates. | believe it's called -- as you find that
authoritative and reliable and a good guide on the
principles of water rates, fees, and charges. |Is
that correct?

A It's a wide-known nanual that many in
the water industry use.

Q And rely upon

A Sure.

Q And you did that in -- according to your

appendi x. Is that right?
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A That's true.

Q And there is now a fifth edition that
canme out in 2000?

A | believe so.

Q And that would be every bit as
aut horitative or perhaps, because it's more recent,
nore authoritative than the fourth edition?

A I don't know that | can answer that. |
haven't really had a chance to | ook through it
conpl etely.

Q So you're not famliar with the fifth
edition, but you know that to be true of the fourth

edition; that it's reliable and wi dely used and

accept ed.
A Yes.
MR ADER: | think that's all | have.

EXAM NER WALLACE: M. Fitzhenry.
MR FI TZHENRY:  Yes.
CROSS EXAM NATI ON
BY MR FI TZHENRY:
Q I guess good afternoon, M. Johnson.

As a gener al matter in setting rates,
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it's intended that rates be designed so that it
recovers the cost incurred by the utility providing
the service. Correct?

A The custoner, yes, or class.

Q And | think you nentioned earlier that
rates can al so be designed and set so that they
recover the costs fromthose cost causers that
i ncur the costs to the utility. Right?

A Correct.

Q And there's other considerations such as
rate continuity and r ate stability as well?

A Yes.

Q And, of course, rate inpact, and | think
you referred to rate inpact as being one of the
reasons why you made the adjustment in your
rebuttal testinmony to adjust the fourth block in
the Southern Division, Peoria District, correct?

A Yes.

Q And you understand that the Conpany has
made the proposal it has in this case, the
across-the-board increase, as its way of attenpting

to deal with the rate inpact to the |arge
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custoners. Correct?

A Yes.

Q So woul d you agree that in that regard
you and the Conpany are alike in terns of trying to
cone to sone neans by which to deal with the rate
i mpact to the fourth block to those custoners in
the Southern Division, Peoria District?

A Yes. It was the third block also, I
m ght nention.

Q Thank you for that clarification. So
it's a question right now as a matter of degree,
whet her you' ve gone far enough or the Conpany
hasn't cone up as far as you are. Wuld that be a
fair characterization of where you two stand today?

A I don't know that I"'mtrying to conpare
ny adjustnents to theirs. 1'mjust trying to set
nmy rates to best serve each custoner class, as you
state, one reason for rate inpact issues.

Q Ckay.

EXAM NER WALLACE: One reason for what?

A Rate i npact issues.

Q Now you mentioned earlier, and | think
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your testimonies reflect, that you did, in fact,

review the testinoni es of Company w tness Stafford.

Correct?
A Yes.
Q And you also did review the testinonies

of VW witness M. M chael Cornman?

A Yes.

Q And M. CGornan al so addresses the issue
of the conpetitive options to | arge custoners.
Correct?

A Yes.

Q Ckay. And | don't see anywhere in your
testinmoni es that you have taken issue with either
M. Stafford or M. CGorman as to their opinions
that these custonmers do have conpetitive options.
Do | read your testinonies correctly?

A I have not said anything in my testinony
about that, no.

Q Ckay. Are you currently aware or are
you aware today that there are custoners taking
service under the competitive rate?

A Yes, there is a conpetitive rate, so
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yes. There are custoners under that rate.

Q Thank you. And | think you nentioned
earlier that you believe there's at |east one
custoner taking service under the |arge user water
service rate?

A Yes.

Q And is it your understanding that these
particular rates or tariffs are intended to address
the conpetitive options that these custonmers nmay
have?

A That may be part of it. | don't know
that that's all of it.

Q Have you reviewed the actual tariff that
sets out the conpetitive rate that we have been

tal ki ng about ?

A The conpetitive rate, yes, yes
Q Ckay.
A Ch, | thought you were tal ki ng about the

| arge user rate.
Q 1"l break up the question. |
apol ogi ze.

A Ckay.
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Q First, do you understand that the
conpetitive rate is intended to deal with those
custoners that specifically have conpetitive
alternatives?

A Yes.

Q Do you have that sane understanding with
respect to the large user water service rate?

(Pause in the proceedings.)

A I don't know that | agree that the |arge
user rate is there because the custoner is going to
| eave the system | can agree that it's another
conpetitive rate for | arge users, but not because
they're going to | eave the system

Q Wuld it be fair to say that it offers
an attractive price to what otherw se would be the
bundl ed rate that that customer mght pay if it
wasn't on that particular rate or tariff?

A I would agree with that.

Q Do you know whet her or not there are any
custonmers in what has been termed the Eastern or
Nort hern Divisions that are taking service under

the conpetitive rate?



10

11

12

13

14

15

16

17

18

19

20

21

22

123

A I"mnot sure.

Q Is it your understanding that nost if
not all the custoners taking service under the
conpetitive rate are in the Southern D vision?

A I"mnot exact -- |I'mnot sure of the
exact custoners on there, so | couldn't answer
t hat .

Q If you know, do you have an
under standi ng as to whether or not the conpetitive
rate, while it will serve to keep that customer on
the Conpany's system is done so, in part, to
ensure that if it were to | eave the system that
ot her custoners would pick up nmore of the fixed
costs? |Is that one of the benefits | guess to the
ot her r atepayers by virtue of the conpetitive rate?

A The ot her custoners woul d surely pick up
those costs that that custoner does not pay for
t hen.

Q Now | think you' d agree with ne that the
Alton water treatnment plant is considered to be a
| arge invest nent ?

A VWhat do we conpare it to?
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Vell, you in your rebuttal testinony on

line 77 through 78, actually use the words

| arge investnent.

A

Q

Q

Conpany'
A
Q
you had

system

I woul d agree.

You' d agree with your own testinony?

Yes.
(Laught er)

Thank you.

But it will result in an increase
S rate base.

Yes.

Ckay. And sort of a hypothetical,
a lot of large custoners |eaving that

it could be that nore custoners that

n the

i f

renai n

wi Il end up picking up nore of the fixed costs

associated with the Alton water treatnent plant.

Correct?
A

| arge cu

That is true. In the alternative

stomers weren't there to begin wth,

i f

t hen

they may not have needed such a | arge treatnent

pl ant .

Q

But they're there today.
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A That's correct.

Q Let's talk a little bit about your
cost -of -service studies. Now you prepared one for
the Southern D vision, Peoria District, the Pontiac
District, and the Sterling District, correct?

A Streator.

Q Streator District. Thank you. And if |
recall correctly, there may be only one instance
where you actually had your cost -of -service study
at 100 percent for one of the major categories of
customers, and | think it's a residential custoner
class in either the Pontiac or Sterling District.

Wul d that be right?

A Pontiac or Streator.
Q Pontiac or Streator.
A I"lI'l have to | ook here. And are you

referring to rebuttal testinony?

Q Yes, | am
A That's correct.
Q And seldomis the case that cost of

service is ever set exactly 100 percent, correct?

A | don't know that |'d use the word
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seldom It depends case to case.

Q Well, at least in this -- I"msorry.

A In this case we have, as we pointed out,
a conpetitive rate that we've allocated nore cost
to these custoners, so on the Southern/Peoria side,
by allocating those and by my changing my rates in
ny bl ocks to adjust for |arge users, you see a
| arger increase on the residential and comerci al
side. So there's a bigger increase ont hem so

they are not 100 percent.

Q Ri ght, and the Pontiac and Sterling or
Streator?

Q Streator?

Q In the Pontiac and Streator Districts

your cost of service for the industrial class is
wel |l over 100 percent.
A Correct.
Q And | think you -- well, strike that.
You recognize that there's an opportunity
-- if we were to assune that the Conmm ssion does
approve the Conpany's across-the-board increase in

the Southern Division, Peoria District, that there



10

11

12

13

14

15

16

17

18

19

20

21

22

127

will be an opportunity in the next rate case to
nove the industrial class closer to full cost of
servi ce?

A There will be an opportunity, but it
will be a greater ambunt. They will have to nake
nore novenent towards that. By going across the
board now conpared to what |'ve proposed, it wll
be a nmuch | arger novenent.

Q You heard M. Stafford earlier today say
that the Conpany anticipates, although it's not a
fixed date, that there would be this chance to at
| east revisit this issue in about three years?

A Yes, | remnenber.

Q Do you think that would be preferable
than to say five years down the road in terns of
| ooking at cost of service and trying to get
classes to full cost of service?

A obvi ously, the sooner it is the better,
if that was to occur

Q Let me ask you to | ook at your rebutta
testinmony, page 5, please, and there at lines 91

through 93, and, again, this addresses your revised
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cost -of -service study for the Southern D vision,
Peoria District, you indicate that your fourth
bl ock rate is nearly half the amount of the first
bl ock rate. Correct?

A Correct.

Q Now if we go to look at I think it's
going to be Exhibit 9.2, page 2. Hold on.
Actual ly, please turn to Schedule 9.1, S&P Revi sed,
page 1 of 17. Do you have that before you?

A Yes.

Q Ckay. Let's look at the columm titled

Adj ustnents on the far left -hand side.

A Adj ust nent s.

Q Do you see that?

A No, | don't.

Q You don't see on the far left -hand side
a colum -- well, inthe mddle of it starts Usage

Charges. Then you go down about 10, 12 lines, and
it says Adjustments?

A Ch, yes, yes. |l'msorry.

Q Ckay. And if you nove to the right,

under the colum titled Staff Rates, you have the
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first block 2.1870, correct?

A Yes.

Q And the fourth bl ock 1.1410.
A Correct.

Q And is that the basis for your

representation that the second block is double the
fourth bl ock?
A No, that the first block is double the

fourth bl ock.

Q The first block is double the fourth
bl ock.

A Correct, correct.

Q Now | et's nove to the |eft under the

category or the colum titled Present Rates.
A Yes.
Q And there for the first block it's shown

to be 1.9870 and the fourth bl ock .8700?

A No.

Q I"msorry.

A Say that again.
Q 1. 0290.

A Yes.
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Q Do you see that?

A Yes.

Q Ckay. Whuld you agree that -- and this
is a ballpark -- that the first bl ock under current

rates is approximately twice the size as the fourth
bl ock under current rates?

A It's approxi mately doubl e.

Q Ch, okay. | understand.

When you nade your adjustnents as
reflected in your rebuttal testinony and your
rebuttal exhibits, again, focusing nostly on the
Southern Division, Peoria District, did that cause
an increase in the first and second bl ocks? And
guess if we went back and | ooked at Schedule 9.1,
we could see that, correct?

A Correct. Well, actually you'll see an
increase in all the bl ocks because there's a
di fferent revenue requirenent between direct and
rebuttal, but, yes, there is an increase in those
first two bl ocks.

Q Ckay. And custoners taking service in

the third and fourth bl ocks al so take service in
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the first and second bl ocks. Correct?

A It's a small percentage of what they
take, yes.
Q But they have to get through the first

and second bl ocks before they get to the third and
then fourth bl ock.

A That's correct.

Q And so to the extent that there is an
increase in the first and second bl ock, they absorb
some portion of that increase, correct?

A A smaller portion than customnmers who
only fall in that bl ock.

Q Now I'd like you to turn to your Staff
Exhi bit 4.0, Schedule 4.2, page 1 of 1.

A Is it the S&P?

Q Yes; I'msorry. And it's titled
[11inois-American Water Conpany, Docket No.
00- 0340, Typical Residential Bill Comparison 5/8th
Inch Meter. Correct?

A Yes.

Q Now |l et nme first ask you why did you

find a need to develop this exhibit that depicted



10

11

12

13

14

15

16

17

18

19

20

21

22

132

the typical residential bill conparison?

EXAM NER WALLACE: Wiat exhibit are you on?

MR, FI TZHENRY: This is going to be Schedul e
4.2, Southern Division in Peoria District, page 1
of 1. It's attached to his direct testinony.

A I have found over nmany of the cases that
I"ve worked on that the Conmmi ssion typically asks
for a residential bill conparison

Q Now you have provided this bill
conparison for a residential custonmer in the City
of Peoria and one in the Gty of Alton. Correct?

A Yes.

Q Just for clarification, if we | ook down
at the Gty of Alton bill conparison, line 7, there
you denote that's a typical nonthly residential

usage. Correct?

A Correct.
Q And nmoving to the right under the col um
titl ed Conpany Proposed Monthly Bill, there's a

val ue of $32.32. Do you see that?
A Correct.

Q Is that particular val ue driven by the
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Conpany's proposal to inpose the Source of Supply
Charge in part?

A Yes.

Q Now your $27.89 charge under the Staff
Proposed Monthly Bill does not include the Alton
Source of Supply Charge. |Is that right?

A Correct. It's 27.91.

Q Now let's nmove to the top table, the one
dealing with the Gty of Peoria, if we could for a
second, and, again, just so I'msure that I
under stand what this purports to represent, after
your review of the Conpany's direct case and your
presentation of your direct testinony and exhibits,
you reflect on line 7 the Conpany Proposed Mnthly
Bill of $29.68 as conpared to the Staff Proposed

Monthly Bill of $28.72.

A 77 cents, isn't it?

Q D d you say $28.77?

A Yes. Do you have the Schedul e 4.2 S&P
Revi sed?

Q No, but if that's what the nunber is,

that's fine. Thank you. And so that represents a
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di ff erence between the Conpany's proposed nonthly

bill and Staff proposed nonthly bill of about

$1. 342
A Correct.
Q Now |'d like you to | ook at the same

exhibit that's attached to your rebuttal testinony,
and that would be Staff Exhibit 9.0, Schedule 9.2
S&P Revi sed, and just focusing on the typical
residential bill for a resident inthe Gty of
Peoria, under the colum titled Dollar Increase it
shows a difference between where the Conpany is --

EXAM NER WALLACE: Hold up just a mnute.

(Pause in the proceedings.)

EXAM NER WALLACE: Al right.

Q Ckay. There on line 7, the difference
bet ween t he Conpany's proposed nmonthly bill versus
the Staff proposed nmonthly bill is $1.55.

A Vel |, actually the $1.55 represents the

increase fromthe current.

Q Current what?
A Current nonthly bill that the custoner
now has.
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Q Ah. Thank you.

A Not proposed, and if | didn't clarify
that on the previous schedule we |ooked at, that's
what it represents also.

Q Al right. Thank you then for that.

Vell, let me ask it this way. [|s one way
to look at the difference between the Company's
across-the-board increase as it would relate to a
residential custonmer in the Peoria District with
where you are in your rebuttal case the difference
between $29.68 and $28.98, or 70 cents?

A Correct, for a custoner using 700 cubic
feet.

Q So if the Conmmi ssion were to approve the
Conpany's across-the-board increase, that woul d be
the net effect to a residential custoner, as
reflected by the usage requirenents under line 7?

A That's correct.

MR, FI TZHENRY: Thank you, sir. That's al |
the questions | have.

EXAM NER WALLACE: M. Bal sters.

MR, BALSTERS: Yes, M. Johnson, just a few
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guestions here this afternoon
CROSS EXAM NATI ON

BY MR BALSTERS

Q Regar di ng rate design, throughout your
testinmony both in di rect and the rebuttal you state
that you are supportive of STP for the Southern and
Peoria Divisions. |In your direct testinony, page
21, line 451, you state that one of the main
benefits of STP is the ability to spread |arge
capital costs over a large custoner base. Do you
believe that the current rate case with the capita
expense of the Alton treatnent plant is a prine
exanpl e of being able to spread costs out over a
| arge customner base?

A Yes.

Q In your direct testinony, page 16, lines
37, 38, 39, you state that you spread the recovery
of revenue to custoner classes so as not to have
too large an inpact on any one class. You further
state that you nmade adjustnments so as not to have
the impact on the resale custoners at 16 percent

since that woul d have been extrenely large. In
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your opinion, what is a reasonable r ate increase
that shoul d not be exceeded for any one custoner
class in a single rate case?

A I don't know that | can have -- can say
there's a set anpunt. It's just somet hing that |
| ook at and determne how it conpares to other
cl asses, what their increases are, what the system
increase is, what the cost of serviceis. It's a
few things, so there is no set ampunt.

Q In your revised rebuttal testinony, page
10, you state that if the Comm ssion were to change
its position on STP, it may take nore than one rate
case to nove back to district specific rates to
avoid disruption in rates. In your opinion, why is
it inmportant to have stability of rates for the
various custoner classes?

A | guess | feel that's part of nmy job to
| ook over all custoners and cl asses, whatever case
I work on, for the State of Illinois so that they
do not have huge increases or swings in their
rates.

Q The Conpany's proposed rates for the
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resal e custoner class in this current proceedi ng
generate an increase of 34.8 percent for Fosterburg
and Jersey County Rural Water. Do you find that
magni tude of a rate increase to be unreasonable for
a single custoner class?

A In doing ny testinmony | didn't | ook at
that anount as whether it is too |arge or
unreasonable. | looked at it nore as that's the
rate you canme out with by deviating from STP. So
my deci sion was based not on the amount that was
there but nore that either there is standard tariff
pricing or there's not.

Q In your testinony, your opinion, that's
why the Alton surcharge was not appropriate because
it was a deviation from STP

A In ny opinion, yes.

Q In your Staff Exhibit 9.0, Schedule 9.2
S&P Revi sed which we just recently | ooked at, the
second tabl e which shows the typical residential
usage for the Gty of Alton, the |ower table.

A Yes.

Q You' ve set out some nunbers indicating
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A Correct.

Q Is that correct?

A Correct.

Q Have you had occasion to run any simlar

calculations for the resal e custoner class?

A No, | have not.

MR BALSTERS:

Thank you.

EXAM NER WALLACE: Redirect?

MR ADER |I'm

sorry, M. Hearing Oficer.

Was there a verbal answer to the |ast question?

EXAM NER WALLACE: Ch. You said no, correct?

A That's correct.

EXAM NER WALLACE: Redirect?

MR CLENNON: We'Il have sone redirect. |f

coul d have a few nonents with ny client.

EXAM NER WALLACE: All right. Let's go off

the record a m nute.

(Whereupon at this point in
t he proceedi ngs an

of f -the-record di scussi on
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transpired.)

EXAM NER WALLACE: (kay. Let's take a
five-mnute break.

(Whereupon a short recess was
t aken.)

EXAM NER WALLACE: Let's go ahead and go back
on the record.

M. dennon, do you have any redirect of
M. Johnson?

MR CLENNON: W do have sone redirect. If |
may proceed.

EXAM NER WALLACE: You nay.

MR, CLENNON:  Thank you.

CRCSS EXAM NATI ON

BY MR CLENNON:

Q M. Johnson, you were asked a coupl e of
guestions concerning the demand factor for the
conpani es which were formerly | think Niwater, as
we refer to them |Is that correct?

A Yes.

Q And plus one Illinois-American division.

Is that right?



10

11

12

13

14

15

16

17

18

19

20

21

22

141

A Yes.
Q Just to clear you, you were asked a
guestion on whether there has been any substanti al

changes, for exanple purchases of a different

utility or something along that line. |Is that
correct?

A Yes.

Q And your answer was not to your

know edge. Wuld you like to correct that?

A However, they have purchased the
Nor t hern Di vi si ons.

Q Ckay.

A And, in fact, |'ve done cost -of -service
studies for the Pontiac and Streator.

Q Very good.

In order to avoid using the factors that

were set in those dockets that you used, what kind
of preparation would the Conpany or yourself have

to undertake in order to get those?

A The demand fact ors?
Q Yes.
A There woul d have to be an extensive
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study done of the area of the custoners to come up

with those demands factors. It could be very
expensi ve.
Q You were al so asked a nunber of

guestions by M. Fitzhenry concerning the rate

conmparison. | guess it was your Schedule 9.2.
A Correct.
Q Is that correct? Does that schedul e

accurately reflect the changes that are currently
as of this date bei ng proposed?

A VWhat they reflect, you have to keep in
mnd is that when | have a Conpany proposed nonthly
bill here, it is based on their revenue
requi rement, and under ny proposal it's under mny
revenue requirenent, so there are sone differences
that aren't shown here that can't be factored in
because of the differences in revenue requirenents.

Q You were al so asked the question
concerni ng whether you did a conparison of the
sal e-for-resal e custoners.

A Yes.

Q Is that true? Do you recall that
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guestion?

A | did not do as a class, as a whole. |
do have some information | received fromthe
Conpany where | did do sone specific
sal es-for-resal e customer conpari sons.

MR, CLENNON:  Very good. Staff has nothing
further.

EXAM NER WALLACE: M. Kucera?

MR, KUCERA:  Not hi ng

EXAM NER WALLACE: M. Ader?

MR ADER:  No.

EXAM NER WALLACE: M. Fitzhenry?

MR FI TZHENRY:  Yes.

RECROSS EXAM NATI ON

BY MR FI TZHENRY

Q Just to follow up again on Schedul e 9. 2,
as of today, right now, who is seeking the greater
revenue requirenent s, the Conpany or Staff, in
their case?

A The Conpany.

Q Ckay. So assuming, if you | ooked at the

Conpany's nmonthly bill proposal, but instead it was
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Staff's revenue requirenent that was accepted by
the Conmi ssion, are you with me so far?

A Yes.

Q The difference between what that nunber
woul d be, whatever it is, would be closer to the
Staff proposed nmonthly bill than what's now
reflected in the exhibit.

A. That' s possi bl e.

Q Vell, why is it not? Wy is it not
correct?

A I guess it would depend on -- well, |
guess if it's across-the-board, you're correct.

MR, FI TZHENRY: Thank you.

EXAM NER WALLACE: M. Bal sters.

MR, BALSTERS: Yes.

RECROSS EXAM NATI ON

BY MR BALSTERS:

Q M. Johnson, you indicated you have
wor ked with sonme data for the resale custoner
cl ass?

A Yes.

Q Can that data be provided?
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A No, it cannot.

Q You took it into consideration though as
you were preparing your testinony.

A Yes.

MR, BALSTERS: Thank you.

EXAM NER WALLACE: M. Johnson, just as a
matter of housekeepi ng, you said that you prepare
these typical bills for the Comm ssion.

THE WTNESS: Yes.

EXAM NER WALLACE: Do you normal ly prepare one
following the -- or do you normally prepare one
again follow ng say the proposed order stage or no?

THE WTNESS: Yes, we try to. In fact, we put
out a fact sheet for the Conmission with that
information on it.

EXAM NER WALLACE: kay. Thank you. You nmay
step down.

(Wtness excused.)

EXAM NER WALLACE: At the risk of confusing
everyone, | will admt |CC Exhibit Nunber 9.0
Revi sed, which is the Rebuttal Testinony of WIIliam

R Johnson, with attached schedules. This is a
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revision that has not been filed electronically. A
paper version will be furnished to the derk's
Ofice, and so an el ectronic version does not need

to be filed again or risk incurring the wath of

Ms. Caton
(Whereupon I CC Staff Exhibit
9.0 Revised was received into
evi dence.)
And on the other exhibits, we're going to
have -- we don't need to do it today, but I'm going

to have to match up the title on the e-Docket with
the various either schedul es or exhibits and admit
themthat way. For exanple, on August the 24th we
have line 14 is entitled WIliamR Johnson. Line
15 is entitled 8-24 Filing Johnson Pontiac COSS.
W probably need to match those up sonehow.

MR CLENNON: | think we can take care of that
through a filing.

EXAM NER WALLACE: So apparently there's no
objection to what's been | abeled as Staff Exhibit
4.0, the Direct Testinmony of WIliamR. Johnson

and certain schedul es and revi sed schedul es, but we
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will need to try to match those up.

MR. KUCERA: No objection.

EXAM NER WALLACE: And those aren't admtted
at this point.

MR CLENNON: W'l take care of it, Your
Honor .

EXAM NER WALLACE: kay.

Then is there one other w tness we could
squeeze in this norning?

MR KUCERA: Yes. |If we could add one nore
wi tness for whom | do not believe there's any
cross-examnation, | think with a little shuffling,
we could elimnate tonorrow as a hearing date.

EXAM NER WALLACE: All right. And is there
any objection to that fromany of the parties?

MR FI TZHENRY:  No.

EXAM NER WALLACE: Well, there's very few
peopl e who really enjoy being in Springfield, other
than those of us that live here. | was just
thinking of all the out -of-towners.

M . Robi nson?

MR KUCERA: Yes. M. Robinson, would you
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take the w tness stand.
EXAM NER WALLACE: And | don't think you were
sworn. Wbuld you raise your right hand.
(Wher eupon the w tness was
sworn by Exami ner Wall ace.)
EXAM NER WALLACE: Thank you.
EARL M ROBI NSON
called as a witness on behalf of Illinois-Anerican
Wat er Conpany, having been first duly sworn, was
exam ned and testified as fol |l ows:
DI RECT EXAM NATI ON

BY MR KUCERA:

Q Pl ease state your full nane.

THE W TNESS:

A My nane is Earl M Robinson.

Q And, M. Robinson, are you appearing on
behal f of Illinois-American Water Conpany?

A Yes, | am

Q And did you cause to be prepared in a

witten question and answer format your direct
testi nmony?

A Yes, | did.
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Q And is that direct testinony contained
in the docunment marked Exhibit 8?

A Yes.

Q And if | were to ask you the sane
guestions as appear in Exhibit 8 this afternoon,
woul d your answers be the sane?

A They woul d be.

Q And does your direct testinony refer to

a depreciation study which has been marked as

Exhi bit 8.17?
A Yes.
Q And was that study prepared by you or

under your direction and supervision?

A Yes.

MR KUCERA: M. Examner, at this tinme |
offer into evidence the docunents marked Exhibits 8
and 8. 1.

EXAM NER WALLACE: Are there any objections ?
Al right. For the record, | will admt Exhibit
8.0, Exhibit 8.1 cover page, Exhibit 8.1, Part 1,
Exhibit 8.1, Part 2. Let's go off the record.

(Whereupon at this point in
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t he proceedi ngs an
of f -the-record di scussion
transpired.)

EXAM NER WALLACE: Let's go back on

Al right. Let me back up. Strike what
| said.

Exhibit 8.0 and 8.1 are admitted, subje ct
to admtting themto correspond with our e -Docket.
Sorry. That's till we get this worked out.

(Wher eupon Conpany Exhibits
8.0 and 8.1 were received into
evi dence.)

EXAM NER WALLACE: The chart indicates no
cross. |Is that correct? Al right. Thank you
M . Robi nson.

(Wtness excused.)

MR, KUCERA: Qur witness, Terry doriod, who
is scheduled for tonmorrow, is avail able for Monday,
and | woul d suggest that we slot himin for Mnday,
and, M. dennon, | don't know if Karen Col dberger
and Theresa Ebrey are avail able for Mnday, but |

assune they m ght be.
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MR CLENNON: Yes, we'll nake them avail abl e.

EXAM NER WALLACE: kay.

MR. CLENNON: Does anyone have any cross for
-- outside of M. Kucera for either of those two
Wi t nesses?

MR, FI TZHENRY:  No.

MR CLENNON: Wyuld it be possible to put
Theresa's exhibits in via affidavit? And if we can
answer M. Kucera's question and he has no
objection, Ms. Coldberger's testinony as well?

MR, KUCERA: That's correct, fromnmny
st andpoi nt .

EXAM NER WALLACE: Well, you do have sone
cross of Karen Col dberger.

MR KUCERA: | just have one question, and
|"ve asked M. dennon to see if he could get ne an
answer off the record, and if it's satisfactory, |
woul d accept his answer on her behalf at the
heari ng.

EXAM NER WALLACE: All right. Okay.

W will transfer witness Goriod to

Monday and Ms. CGol dberger and Ms. Ebrey either to
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m nd, our hearing tonmorrow is cancelled, and we
will resune on Monday at 10:00 A M

MR, KUCERA:  Agreed.

EXAM NER WALLACE: Thank you very mnuch

(Wher eupon the case was

152

continued to Cctober 30, 2000,

at 10:00 AAM in Springfield,

I1linois.)
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